


PHILIPPINE TRADE AGREEMENT 
REVISION ACT OF 1955 





HEARING 


COMMITTEE ON WAYS AND MEANS 
HOUSE OF REPRESENTATIVES 
EIGHTY-FOURTH CONGRESS 


FIRST SESSION 


ON 


H. R. 6059 


A BILL TO AUTHORIZE THE PRESIDENT OF THE UNITED 

STATES TO ENTER INTO AN AGREEMENT WITH THE 

PRESIDENT OF THE REPUBLIC OF THE PHILIPPINES TO 

REVISE THE 1946 TRADE AGREEMENT BETWEEN THE 

UNITED STATES OF AMERICA AND THE REPUBLIC OF THE 
PHILIPPINES 


MAY 16, 1955 


Printed for the use of the Committee on Ways and Means 


os 


UNITED STATES 
GOVERNMENT PRINTING OFFICE 
63344 WASHINGTON : 1955 








COMMITTEE ON WAYS AND MEANS 


JERE COOPER, Tennessee, Chairman 


JOHN D. DINGELL, Michigan 
WILBUR D. MILLS, Arkansas 
NOBLE J. GREGORY, Kentucky 
AIME J. FORAND, Rhode Island 
HERMAN P. EBERHARTER, Pennsylvania 
CECIL R. KING, California 
THOMAS J. O'BRIEN, Illinois 
HALE BOGGS, Louisiana 

EUGENE J. KEOGH, New York 
BURR P. HARRISON, Virginia 
FRANK M. KARSTEN, Missouri 

A. S. HERLONG, Jr., Florida 
EUGENE J. McCARTHY, Minnesota 
FRANK IKARD, Texas 


DANIEL A, REED, New York 
THOMAS A. JENKINS. Ohio 
RICHARD M. SIMPSON, Pennsylvania 
ROBERT W. KEAN, New Jersey 
NOAH M. MASON, Illinois 

HAL HOLMES, Washington 

JOHN W. BYRNES, Wisconsin 
ANTONI N. SADLAK, Connecticut 
HOWARD H. BAKER, Tennessee 
THOMAS B. CURTIS, Missouri 


Leo H. IRWIN, Clerk 
THOMAS A, MARTIN, Assistant Clerk 
RUSSELL E. TRAIN, Minority Adviser 


II 





Ante NE re va re 


i 
‘ 
: 





a are 


CONTENTS 


Page 
Tent GPIEA io ObGbae tig. vo eet Se ite a bk ed 1 
Message to Congress from the President of the United States (H. Doe. No. 
Re ate 5 aba Swink ra a ne Oe ic dines te Aik iA an es Bea 12 
Report of— 
ENE. .. .. ..::., ci bhla ee ews Sob on be ewan d Sithe 30 
Oe re ohn ewe ane ete Remmemamn ee 30 
a a ee aegis 26 
Ree PEIEEEINII GS 0 55'S See Oo Sas a kahew Dprae amars camera 3l 
Statement of— 
Anderson, Hon. Samuel W., Assistant Secretary of Commerce for 

I Ni eh deat 64 
Braddock, Hon. Daniel M., Deputy Chairman, United States Delega- 

tion for Philippine Trade Negotiations, Department of State_-____-_ 35 
Braderman, Eugene M., Director, Far Eastern Division, Bureau of 

Foreign Commerce, Department of Commerce. -- -.........--.-- 64 
Butz, Hon. Earl L., Assistant Secretary of Agriculture - : x 60 
DeFelice, Richard, Foreign Agricultural Service, Department of Agri- 

ONO i aaa tc a ae hie AUC fa teen icsacia ase 60 
Hallowell, Elmer, Foreign Agricultural Service, ‘De spartment of Agri- 

a a ae I as ld a os ceil ol a 60 
Hutson, J. B., president, Tobacco Associates, Inc__..._-----___-__- 87 
Langley, Hon. James M., Chairman, United States Delegation for 

Philip) rs Trade Negotiations, Depart ment of State__.._._____- 35 
Lanier, , general counsel, Tobacco Association of the United States 

and Leaf Tobacco Exporters | SS Sea ee 87 
Murray, W. E., president, Philippine American Chamber of Com- 

ia toh weet cs eh 6a re CM GERE ae weekend 80 
Sebald, Hon. William J., Acting Assistant Secretary of State for Far 

I od. on cette Te ated an aencenciaaks 35 
Smith, Howard E., on behalf of National Paint, Varnish & Lacquer 

Association, We 25k gs Ser aewex 70 
Taylor, Randolph Bi executive secretary, Burley & Dark Leaf 

Tobacco Exporters Association, Inc____- 87 
—e Merle D., on behalf of National Foreign Trade Council, 

i re al na aia coe oe 78 

Additional information submitted for the record by 
California Fish Canners Association, Inc., letter from Chas. R. Carry, 

SI OONINIT EE SUI sh ee ages cenawenwnewe ens econ 108 
California Packing Corp., letter from R. G. L ucks, president_______- 109 
Cordage Institute, letter from DeWitt C. Schieck, secretary ‘ 108 
Dingell, Hon. John D.: Correspondence with Hon. Carlos P. Romulo, 

Special Envoy of the President of the Republic of the Philippines. 34 
Friends of the Philippines, statement of John G. Russell, chairman 113 
Hirsch, Leo H. & Co., letter from Leo H. Hirsch_ __-_-__- 112 
Lanier, J. C., brief of the leaf tobacco industry on revision of the 1946 

trade agreement between the United States and the Philippine 

INS oe heat J oon Se hse et raciteinisin aan nd ae ania a 90 
Ledward, Bibby & Co., Inc., letter from John J. McC abe, pre -sident_- 110 
Mills, Hon. Wilbur D.: Report on the negotiations to amend the trade 

agreement of 1946 between the Philippines and the United States, 

by Gil Puyat, chairman, Philippine mission ___--_- : ? 98 
RCA C ommunications, Inc., letter from Thompson H. Mitchell, 

president _-_-_-_- ee ie as cals a : see Rae ah sa 110 


Til 








IV CONTENTS 


Additional information—Continued 
Textile Export Association of the United States, letter from John W. 
Baleray ; aparetary <A a a eee ee 
Tubbs Cordage Co., letter from Herman D. Nichols, vice president__ 
Young, Henry M., Inc., letters from Henry M. Young_____---___-_- 
Appendix I. Agreement between the United States of America and the 
Republic of the Philippines revising the agreement of July 4, 1946, con- 
cerning trade and related matters during a transitional period following 
the institution of Philippine independence_-______________---______-_- 
Appendix II. Explanation of recommendations for modification of 1946 
trade agreement between the United States and the Philippines 





Page 
107 


110 
111 


115 





2-2 Riese te 0. ntl oat 


: 


tse appeal 


PHILIPPINE TRADE AGREEMENT REVISION ACT OF 1955 


MONDAY, MAY 16, 1955 


House or REPRESENTATIVES, 
ComMMITTEE ON Ways AND MEANS, 
Washington, D.C. 

The committee met, pursuant to notice, at 10 a. m., in the committee 
room of the House Committee on Ways and Means, Hon. Jere Cooper 
(chairman) presiding. 

The Cuarrman. The committee will please be in order. 

The committee is beginning hearings this morning on H. R. 6059, 
a bill which I introduced at the request of the President. The bill 
would authorize the President, at any time before January 1, 1956, 
to enter into an agreement with the President of the Republic of 
the Philippines, which would revise the 1946 trade agreement. between 
the United States and the Philippines. 

Without objection, I will insert in the record at this point a copy 
of H. R. 6059, a copy of the message to Congress from the President 
of the United States on this subject, the departmental reports on H. R. 
6059, and certain other related documents. 

[H. R. 6059, 84th Cong., 1st sess.] 
A BILL To authorize the President of the United States to enter into an agreement with 


the President of the Republic of the Philippines to revise the 1946 trade agreement be- 
tween the United States of America and the Republic of the Philippines 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, 


TITLE I—SHORT TITLE AND DEFINITION 


SECTION 1. SHORT TITLE. 


cum Act may be cited as the “Philippine Trade Agreement Revision Act 
oO — 


SEC. 2. REVISED AGREEMENT DEFINED. 


For purposes of this Act, the term “revised agreement” means the agreement 
entered into pursuant to section 201 of this Act. 


TITLE II—TRADE AGREEMENT WITH THE REPUBLIC OF THE 
PHILIPPINES 


SEC. 201. AUTHORIZATION OF AGREEMENT. 

The President of the United States is hereby authorized, at any time before 
January 1, 1956, to enter into the agreement with the President of the Republic 
of the Philippines specified in section 202. 

1 
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SEC. 202. TERMS OF AGREEMENT. 


Except as provided in section 208, the authority granted in section 201 shall 
apply only with respect to an agreement which reads as follows: 


“AGREEMENT BETWEEN THE UNITED STATES OF AMERICA AND 
THE REPUBLIC OF THE PHILIPPINES REVISING THE AGREEMENT 
OF JULY 4, 1946, CONCERNING TRADE AND RELATED MATTERS 
DURING A TRANSITIONAL PERIOD FOLLOWING THE INSTITUTION 
OF PHILIPPINE INDEPENDENCE 


“The President of the United States of America and the President of the 
Republic of the Philippines, mindful of the close economic ties between the 
people of the United States and the people of the Philippines during many years 
of intimate political relations, and desiring to enter into an agreement in 
keeping with their long friendship, which will be mutually beneficial to the 
two peoples and will strengthen the economy of the Philippines so as to enable 
that Republic to contribute more effectively to the peace and prosperity of the 
free world, have agreed to the following Articles: 


“ARTICLE I 


“1. The ordinary customs duty to be collected on Uinted States articles as 
defined in Subparagraph (e) of Paragraph 1 of the Protocol, which during the 
following portions of the period from January 1, 1956, to July 3, 1974, both 
dates inclusive, are entered, or withdrawn from warehouse, in the Philippines 
for consumption, shall be determined by applying the following percentages 
of the Philippine duty as defined in Subparagraph (h) of Paragraph 1 of the 
Protocol : 

“(a) During the period from January 1, 1956, to December 31, 1958, 
both dates inclusive, twenty-five per centum. 

“(b) During the period from January 1, 1959, to December 31, 1961, 
both dates inclusive, fifty per centum. 

“(c) During the period from January 1, 1962, to December 31, 1964, both 
dates inclusive, seventy-five per centum. 

“(d) During the period from January 1, 1965, to December 31, 1973, both 
dates inclusive, ninety per centum. 

“(e) During the period from January 1, 1974, to July 3, 1974, both 
dates inclusive, one hundred per centum. 

“2. The ordinary customs duty to be collected on Philippime articles as defined 
in Subparagraph (f) of Paragraph 1 of the Protocol, other than those specified 
in the Schedule to Paragraph 2 of Article II, which during such portions of such 
period are entered, or withdrawn from warehouse, in the United States for 
consumption, shall be determined by applying the following percentages of the 
United States duty as defined in Subparagraph (g) of Paragraph 1 of the 
Protocol: 

“(a) During the period from January 1, 1956, to December 31, 1958, both 
dates inclusive, five per centum. 

“(b) During the period from January 1, 1959, to December 31, 1961, both 
dates inclusive, ten per centum. 

“(c) During the period from January 1, 1962, to December 31, 1964, both 
dates inclusive, twenty per centum. 

“(d) During the period from January 1, 1965, to December 31, 1967, both 
dates inclusive, forty per centum. 

“(e) During the period from January 1, 1968, to December 31, 1970, both 
dates inclusive, sixty per centum. 

(f) During the period from January 1, 1971, to December 31, 1973, both 
dates inclusive, eighty per centum. 

“(e) During the period from January 1, 1974, to July 3, 1974, both dates 
inclusive, one hundred per centum. 

‘3. Customs duties on United States articles, and on Philippine articles, other 
than ordinary customs duties, shall be determined without regard to the provi- 
sions of Paragraphs 1 and 2 of this Article, but shall be subject to the provisions 
of Paragraph 4 of this Article. 

“4. With respect to United States articles imported into the Philippines, and 
with respect to Philippine articles imported into the United States, no duty on 
or in connection with importation shall be collected or paid in an amount in 
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+ 
excess of the duty imposed with respect to like articles which are the product 
of any other foreign country, or collected or paid in any amount if the duty is 
not imposed with respect to such like articles. As used in this Paragraph, the 
term ‘duty’ includes taxes, fees, charges, or exactions, imposed on or in connee- 
tion with importation, but does not include internal taxes or ordinary customs 
duties. 

“5. With respect to products of the United States which do not come within 
the definition of United States articles, imported into the Philippines, no duty 
on or in connection with importation shall be collected or paid in an amount in 
excess of the duty imposed with respect to like articles which are the product 
of any other foreign country, or collected or paid in any amount if the duty is 
not imposed with respect to such like articles which are the product of any other 
foreign country. As used in this Paragraph the term ‘duty’ includes taxes, fees, 
charges, or exactions, imposed on or in connection with importation, but does 
not include internal taxes. 

“6. With respect to products of the Philippines, which do not come within the 
definition of Philippine articles, imported into the United States, no duty on or 
in connection with importation shall be collected or paid in an amount in excess 
of the duty imposed with respect to like articles which are the product of any 
other foreign country (except Cuba), or collected or paid in any amount if the 
duty is not imposed with respect to such like articles which are the product of 
any other foreign country (except Cuba). As used in this Paragraph the term 
‘duty’ includes taxes, fees, charges, or exactions, imposed on or in connection 
with importation, but does not include internal taxes. 

“7. Notwithstanding the provisions of Paragraph 1 of this Article, the Philip- 
pines shall impose a temporary special import tax, in lieu of the present tax on 
the sale of foreign exchange, on any article or product imported or brought into 
the Philippines, irrespective of source; provided that such special levy is applied 
in a non-discriminatory manner pursuant to Paragraphs 4 and 5 of this Article, 
that the initial tax is at a rate no higher than the present rate of the foreign 
exchange tax, and that the tax shall be progressively reduced at a rate no less 
rapid than that specified in the following Schedule. If, as a result of applying 
this Schedule, the total revenue from Philippine customs duties and from the 
special import tax on goods coming from the United States is less in any calendar 
year than the proceeds from the exchange tax on such goods during the calendar 
year 1955, no reduction need be made in the special import tax for the next 
succeeding calendar year, and, if necessary to restore revenues collected on the 
importation of United States goods to the level of the exchange tax on such goods 
in calendar year 1955, the Philippines may increase the rate for such succeeding 
calendar year to any previous level provided for in this Schedule which is con- 
sidered to be necessary to restore such revenues to the amount collected from 
the exchange tax on United States goods in calendar year 1955. Rates for the 
special import levy in subsequent years shall be fixed in accordance with the 
schedules specified in this Article, except as the Philippine Government may 
determine that higher rates are necessary to maintain the above-mentioned level 
of revenues from the importation of United States goods. In this event, such 
rate shall be determined by the Philippine Government, after consultation with 
the United States Government, at a level of the Schedule calculated to cover any 
anticipated deficiency arising from the operation of this provision. 


“SCHEDULE FOR REDUCING SPECIAL IMPORT TAX 


“(a) After December 31, 1956, ninety per centum. 
“(b) After December 31, 1957, eighty per centum. 
“(e) After December 31, 1958, seventy per centum. 
“(d) After December 31, 1959, sixty per centum. 
“(e) After December 31, 1960, fifty per centum. 
“(f) After December 31, 1961, forty per centum. 
“(g) After December 31, 1962, thirty per centum. 
“(h) After December 31, 1963, twenty per centum. 
“(i) After December 31, 1964, ten per centum. 
“(j) On and after January 1, 1966, nil. 


“ARTICLE II 


“1. During the period from January 1, 1956, to December 31, 1973, both dates 
inclusive, the total amount of the articles falling within one of the classes speci- 
fied in Items A and A-—1 of the Schedule to this Paragraph, which are Philippine 
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articles as defined in Subparagraph (f) of Paragraph 1 of the Protocol, and which, 
in any calendar year, may be entered, or withdrawn from warehouse, in the 
United States for consumption, shall not exceed the amounts specified in such 
Schedule as to each class of articles. During the period from January 1, 1956, 
to December 31, 1973, both dates inclusive, the total amount of the articles 
falling within the class specified in Item B of the Schedule to this Paragraph 
which are the product of the Philippines, and which, in any calendar year, may 
be entered, or withdrawn from warehouse, in the United States for consumption, 
shall not exceed the amount specified in such Schedule as to such class of 
articles. During the period from January 1, 1974, to July 3, 1974, both dates 
inclusive, the total amounts referred to in the preceding sentences of this Para- 
graph shall not exceed one-half of the amount specified in such Schedule with 
respect to each class of articles, respectively. The establishment herein of the 
limitations on the amounts of Philippine raw and refined sugar that may be 
entered, or withdrawn from warehouse, in the United States for consumption, 
shall be without prejudice to any increases which the Congress of the United 
States might allocate to the Philippines in the future. The following Schedule 
to Paragraph 1 shall constitute an integral part thereof: 


“SCHEDULE OF ABSOLUTE QUOTAS 


“Item Classes of Articles Amounts 


A Sugars 952,000 short tons 
Bh OE WeERCRE TO Tr a oes can te eck tice octane 56,000 short tons 
may be refined sugars, meaning ‘direct-consumption 
sugar’ as defined in Section 101 of the Sugar Act 
of 1948, as amended, of the United States which is 
set forth in part as Annex I to this Agreement. 
B Cordage, including yarns, twines (including bind- 6,000,000 Ibs. 
ing twine described in Paragraph 1622 of the Tariff 
Act of 1980 of the United States, as amended, which 
is set forth as Annex II to this Agreement), cords, 
cordage, rope, and cable, tarred or untarred, wholly 


or in chief value of manila (abaca) or other hard 
fiber. 


“2. Philippine articles as defined in Subparagraph (f) of Paragraph 1 of the 
Protocol falling within one of the classes specified in the items included in the 
Schedule to this Paragraph, which, during the following portions of the period 
from January 1, 1956, to December 31, 1973, both dates inclusive, are entered, or 
withdrawn from warehouse, in the United States for consumption, shall be free 
of ordinary customs duty, in quantities determined by applying the following 
percentages to the amounts specified in such Schedule as to each such class of 
articles: 

“(a) During each of the calendar years 1956 to 1958, inclusive, ninety-five 
per centum. 

“(b) During each of the calendar years 1959 to 1961, inclusive, ninety per 
centum. 

“(c) During each of the calendar years 1962 to 1964, inclusive, eighty per 
centum. 

“(d) During each of the calendar years 1965 to 1967, inclusive, sixty per 
centum. 

“(e) During each of the calendar years 1968 to 1970, inclusive, forty per 
centum. 

“(f) During each of the calendar years 1971 to 1973, inclusive, twenty per 
centum. 

“(¢) On and after January 1, 1974, nil. 

The following Schedule to Paragraph 2 shall constitute an integral part thereof: 


“SCHEDULE OF TARIFF QUOTAS 
“Item Classes of Articles Amounts 
A Cigars (exclusive of cigarettes, cheroots of all kinds, 200,000,000 cigars 
and paper cigars and cigarettes, including wrappers). 
B Scrap tobacco, and stemmed and unstemmed filler to- 6,500,000 lbs. 
bacco described in Paragraph 602 of the Tariff Act of 
1930 of the United States, as amended, which is set 
forth as Annex III to this Agreement. 


Coconut oil 200,000 long tons 
Buttons of pearl or shell 850,000 gross 
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The quantities shown in the Schedule to this Paragraph represent base quanti- 
ties for the purposes of computing the tariff-free quota and are not absolute 
quotas. Any such Philippine article so entered, or withdrawn from warehouse, 
in excess of the duty-free quota provided in this Paragraph shall be subject 
to one hundred per centum of the United States duty as defined in Subparagrapb 
(g) of Paragraph 1 of the Protocol. 


“ARTICLE III 


“1. Except as otherwise provided in Article II or in Paragraph 2 of this Article, 
neither country shall impose restrictions 0. prohibitions on the importation of 
any article of the other country, or on the exportation of any article to the 
territories of the other country. unless the importation of the like article of, or 
the exportation of the like article to, all third countries is similarly restricted 
or prohibited. If either country imposes quantitative restrictions on the importa- 
tion or exportation of any article in which the other conntry has an important 
interest and if it makes allotments to any third country, it shall afford such other 
country a share proportionate to the amount of the article, by quantiay or value, 
supplied by or to it during a previous representative period, due consideration 
being given to any special factors affecting the trade in such article. 

“2. Notwithstanding the provisions of Paragraph 1 of this Article, with respect 
to quotas on United States articles as defined in Subparagraph (e) of Paragraph 
1 of the Protocol or with respect to quotas on Philippine articles as defined in 
Subparagraph (f) of Paragraph 1 of the Protocol (other than the articles for 
which quotas are provided in Paragraph 1 of Article Il) a quota may be estab- 
lished only if 

“(1) The President «* the country desiring to impose the quota, atter 
investigation, finds and proclaims that, as the result of preferential treat- 
ment accorded pursuant to this Agreement, any article of the other country 
is being imported ip such increased quantities and under such conditions 
as to cause or threaten serious injury to domestic producers of like or directly 
competitive articles: or 

“(2) The President of the country desiring to impose the quota finds 
that such action is necessary to forestall the imminent threat of, or to 
stop, a serious decline in its monetary reserves, or, in the event its monetary 
reserves are very low, to achieve a reasonable rate of increase in its reserves. 

“(b) Any quota imposed for any twelve-month period under (a) (1) above 
for the purpose of protecting domestic industry shall not be less than the amount 
determined by the President of the importing country as the total amount of the 
articles of such class which, during the twelve months preceding entry into 
effect of the quota, was entered, or withdrawn from warehouse, for consumption, 
after deduction of the amount by which he finds domestic production can be 
increased during the twelve-month period of the quota; or if the quota is estab- 
lished for any period other than a twelve-month period, it shall not be less than 
a proportionate amount. 

“(c) Each Party agrees not to apply restrictions so as to prevent unreasonably 
the importation of any description of goods in minimum commercial quantities, 
the exclusion of which would seriously impair regular channels of trade, or 
restrictions which would prevent the importation of commercial samples, or 
prevent compliance with patent, trademark, copyright, or similar procedures. 

“(d) Any quota established pursuant to this Paragraph shall not continue in 
effect longer than necessary to achieve the purposes for its imposition, at which 
time the President of the country imposing the quota, following investigation, 
shall find and proclaim that the conditions which gave rise to the establishment 
of such quota no longer exist. 

“3. Either country taking action pursuant to the provisions of this Article 
shall give notice to the other country as far in advance as may be practicable, 
and shall afford it an opportunity to consult in respect of the proposed action. 
It is understood that this right of consultation does not imply that the consent 
of the other country to the establishment of the quota is needed in order for the 
quota to be put into effect. 





“ARTICLE IV 


“1. With respect to articles which are products of the United States coming 
into the Philippines, or with respect to articles manufactured in the Philippines 
wholly or in part from such articles, no internal tax shall be— 

“(a) Collected or paid in an amount in excess of the internal tax imposed 
with respect to like articles which are the product of the Philippines, or 
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collected or paid in any amount if the internal tax is not imposed with 
respect to such like articles ; 

“(b) Collected or paid in an amount in excess of the internal tax imposed 
with respect to like articles which are the product of any other foreign 
country, or collected or paid in any amount if the internal tax is not imposed 
with respect to such like articles. 

Where an internal tax is imposed with respect to an article which is the product 
of a foreign country to compensate for an internal tax imposed (1) with respect 
to a like article which is the product of the Philippines, or (2) with respect to 
materials used in the production of a like article which is the product of the 
Philippines, if the amount of the internal tax which is collected and paid with 
respect to the article which is the product of the United States is not in excess 
of that permitted by Paragraph 1 (b) of Article IV such collection and payment 
shall not be regarded as in violation of the first sentence of this Paragraph. 

“2. With respect to articles which are products of the Philippines coming into 
the United States, or with respect to articles manufactured in the United States 
wholly or in part from such articles, no internal tax shall be— 

“(a) Collected or paid in an amount in excess of the internal tax imposed 
with respect to like articles which are the product of the United States, or 
collected or paid in any amount if the internal tax is not imposed with 
respect to such like articles; 

“(b) Collected or paid in an amount in excess of the internal tax imposed 
with respect to like articles which are the product of any other foreign 
country, or collected or paid in any amount if the internal tax is not imposed 
with respect to such like articles. 

Where an internal tax is imposed with respect to an article which is the product 
of a foreign country to compensate for an internal tax imposed (1) with respect 
to a like article which is the product of the United States, or (2) with respect 
to materials used in the production of a like article which is the product of the 
United States, if the amount of the internal tax which is collected and paid with 
respect to the article which is the product of the Philippines is not in excess of 
that permitted by Paragraph 2 (b) of Article IV such collection and payment 
shall not be regarded as in violation of the first sentence of this Paragraph. 
This Paragraph shall not apply to the taxes imposed under Sections 4591, 4812, 
or 4831 of the Internal Revenue Code of the United States which are set forth 
in part as Annexes IV, V, and VI of this Agreement. 

“3. No processing tax or other internal tax shall be imposed or collected in the 
United States or in the Philippines with respect to articles coming into such 
country for the official use of the Government of the Philippines or of the United 
States, respectively, or any department or agency thereof. 

“4. No processing tax or other internal tax shall be imposed or collected in the 
United States with respect to manila (abaca) fiber not dressed or manufactured 
in any manner. 

“5. The United States will not reduce the preference of two cents per pound 
provided in Section 4513 of the Internal Revenue Code of the United States 
(relating to processing taxes on coconut oil, etc.), which is set forth as Annex 
VII to this Agreement, with respect to articles ‘wholly the production of the 
Philippine Islands’ or articles ‘produced wholly from materials the growth or 
production of the Philippine Islands’; except that it may suspend the provisions 
of Section 4511 (b) of the Internal Revenue Code of the United States during 
any period as to which the President of the United States, after consultation 
with the President of the Philippines, finds that adequate supplies of neither 
copra nor coconut oil, the product of the Philippines, are readily available for 
processing in the United States. 

“ARTICLE V 


“The Republic of the Philippines will take the necessary legislative and execu- 
tive actions, prior to or at the time of the approval of this Agreement, to enact 
and implement legislation similar to that already enacted by the Congress of 
the United States as Public Law 419, 83d Congress, Chapter 323, 2d Session, 
to facilitate the entry of Philippine traders. 


“ARTICLE VI 


“1. The disposition, exploitation, development, and utilization of all agricul- 
tural, timber, and mineral lands of the public domain, waters, minerals, coal, 
petroleum and other mineral oils, all forces and sources of potential energy, 
and other natural resources of either Party, and the operation of public utilities, 
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shall, if open to any person, be open to citizens of the other Party and to all 
forms of business enterprise owned or controlled, directly or indirectly, by 
citizens of such other Party in the same manner as to and under the same condi- 
tions imposed upon citizens or corporations or associations owned or controlled 
by citizens of the Party granting the right. 

“2. The rights provided for in Paragraph 1 may be exercised, in the case of 
citizens of the Philippines with respect to natural resources in the United States 
which are subject to Federal control or regulations, only through the medium 
of a corporation organized under the laws of the United States or one of the 
States thereof and likewise, in the case of citizens of the United States with 
respect to natural resources in the public domain in the Philippines, only 
through the medium of a corporation organized under the laws of the Philippines 
and at least 60% of the capital stock of which is owned or controlled by citizens 
of the United States. This provision, however, does not affect the right of 
citizens of the United States to acquire or own private agricultural lands in 
the Philippines or citizens of the Philippines to acquire or own land in the 
United States which is subject to the jurisdiction of the United States and not 
within the jurisdiction of any State and which is not within the public domain. 
The Philippines reserves the right to dispose of its publi¢ lands in small quan- 
tities on especially favorable terms exclusively to actual settlers or other users 
who are its own citizens. The United States reserves the right to dispose of 
its publie lands in small quantities on especially favorable terms exclusively 
to actual settlers or other users who are its own citizens or aliens who have 
declared their intention to become citizens. Each Party reserves the right to 
limit the extent to which aliens may engage in fishing or engage in enterprises 
which furnish communications services and air or water transport. The United 
States also reserves the right to limit the extent to which aliens may own land 
in its outlying territories and possessions, but the Philippines will extend to 
American nationals who are residents of any of those outlying territories and 
possessions only the same rights, with respect to ownership of lands, which are 
granted therein to citizens of the Philippines. The rights provided for in this 
Paragraph shall not, however, be exercised by either Party so as to derogate 
from the rights previously acquired by citizens or corporations or associations 
owned or controlled by citizens of the other Party. 

“3. The United States of America reserves the rights of the several States 
of the United States to limit the extent to which citizens or corporaions or 
associations owned or controlled by citizens of the Philippines may engage in 
the activities specified in this Article. The Republic of the Philippines reserves 
the power to deny any of the rights specified in this Article to citizens of the 
United States who are citizens of States, or to corporations or associations at 
least 60% of whose capital stock or capital is owned or controlled by citizens 
of States, which deny like rights to citizens of the Philippines, or to corporations 
or associations which are owned or controlled by citizens of the Philippines. 
The exercise of this reservation on the part of the Philippines shall not affect 
previously acquired rights, provided that in the event that any State of the 
United States of America should in the future impose restrictions which would 
deny to citizens or corporations or associations owned or controlled by citizens 
of the Philippines the right to continue to engage in activities in which they 
were engaged therein at the time of the imposition of such restrictions, the 
Republic of the Philippines shall be free to apply like limitations to the citizens 
or corporations or associations owned or controlled by citizens of such States. 


“ARTICLE VII 


“1. The Republic of the Philippines and the United States of America each 
agrees not to discriminate in any manner, with respect to their engaging in 
business activities, against the citizens or any form of business enterprise owned 
or controlled by citizens of the other and that new limitations imposed by either 
Party upon the extent to which aliens are accorded national treatment with 
respect to carrying on busines activities within its territories, shall not be applied 
as against enterprises owned or controlled by citizens of the other Party which 
are engaged in such activities therein at the time such new limitations are 
adopted, nor shall such new limitations be applied to American citizens or 
corporations or associations owned or controlled by American citizens whose 
States do not impose like limitations on citizens or corporations or associations 
owned or controlled by citizens of the Republic of the Philippines. 

“2. The United States of America reserves the rights of the several States 
of the United States to limit the extent to which citizens or corporations or 
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associations owned or controlled by citizens of the Philippines may engage in 
any business activities. The Republic of the Philippines reserves the power 
to deny any rights to engage in business activities to citizens of the United 
States who are citizens of States, or to corporations or associations at least 
60% of the capital stock or capital of which is owned or controlled by citizens 
of States, which deny like rights to citizens of the Philippines or to corporations 
or associations owned or controlled by citizens of the Philippines. The exercise 
of this reservation on the part of the Philippines shall not affect previously 
acquired rights, provided that in the event that any State of the United States 
of America should in the future impose restrictions which would deny to citizens 
or corporations or associations owned or controlled by citizens of the Philippines 
the right to continue to engage in business activities in which they were engaged 
therein at the time of the imposition of such restrictions, the Republic of the 
Philippines shall be free to apply like limitations to the citizens or corporations 
or associations owned or controlled by citizens of such States. 


“ARTICLE VIII 


“Nothing in this Agreement shall be construed: 
(1) to require either Party to furnish any information the disclosure of 
which it considers contrary to its essential security interests; or 
“(2) to prevent either Party from taking any action which it considers 
necessary for the protection of its essential security interests— 

“(a) relating to fissionable materials or the materials from which 
they derived; 

“(b) relating to the traffic in arms, ammunition and implements of 
war and to such traffic in other goods and materials as is carried on 
directly or indirectly for the purpose of supplying a military establish- 
ment; 

“(c) taken in time of war or other emergency in international 

relations ; or 
“(3) to prevent either Party from taking any action in pursuance of its 
obligations under the United Nations Charter for the maintenance of inter- 
national peace and security. 
“ARTICLE IX 


“1. Upon the taking effect of this Agreement the provisions thereof placing 
obligations on the United States: (a) if in effect as laws of the United States 
at the time this Agreement takes effect, shall continue in effect as laws of the 
United States during the effectiveness of the Agreement; or (b) if not so in 
effect at the time the Agreement takes effect, shall take effect and continue in 
effect as laws of the United States during the effectiveness of the Agreement. 
The Philippines will continue in effect as laws of the Philippines, during the 
effectiveness of this Agreement, the provisions thereof placing obligations on the 
Philippines. 

“2. The United States and the Philippines will promptly enact, and shall keep 
in effect during the effectiveness of this Agreement, such legislation as may be 
necessary to supplement the laws of the United States and the Philippines, respec- 
tively, referred to in Paragraph 1 of this Article, and to implement the provisions 
of such laws and the provisions of this Agreement placing obligations on the 
United States and the Philippines, respectively. 


“ARTICLE X 


“The United States and the Philippines agree to consult with each other with 
respect to any questions as to the interpretation or the application of this Agree- 
ment, concerning which either Government may make representations to the 
other. Not later than July 1, 1971, the United States and the Philippines agree 
to consult with each other as to joint problems which may arise as a result or 
in anticipation of the termination of this Agreement. 


“ARTICLE XI 


“1. This Agreement shall have no effect after July 3, 1974. It may be termi- 
nated by either the United States or the Philippines at any time, upon not less 
than five years’ written notice. If the President of the United States or the 
President of the Philippines determines and proclaims that the other country has 
adopted or applied measures or practices which would operate to nullify or im- 
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pair any right or obligation provided for in this Agreement, then the Agreement 
may be terminated upon not less than six months’ written notice. 

“2. This Agreement, which revises and replaces the agreement between the 
United States of America and the Republic of the Philippines concerning trade 
and related matters during a transitional period following the institution of 
Philippine independence, signed at Manila on July 4, 1946, shall enter into force 
on January 1, 1956. 


“PROTOCOL TO ACCOMPANY THE AGREEMENT BETWEEN THE UNITED 
STATDS OF AMERICA AND THE REPUBLIC OF THE PHILIPPINES RE- 
VISING THE AGREEMENT OF JULY 4, 1946, CONCERNING TRADE AND 
RELATED MATTERS DURING A TRANSITIONAL PERIOD FOLLOWING 
THE INSTITUTION OF PHILIPPINE INDEPENDENCE 


“The undersigned duly empowered Plentipotentiaries have agreed to the 
following Protocol to the Agreement between the United States of America and 
the Republic of the Philippines revising the Agreement of July 4, 1946, concerning 
trade and related matters during a transitional period following the institution 
of Philippine Independence, signed this day, which shall constitute an integral 
part of the Agreement : 

“1. For the purpose of the Agreement— 

“(a) The term ‘person’ includes partnerships, corporations, and asso- 
ciations. 

“(b) The term ‘United States’ means the United States of America and, 
when used in a geographical sense, means the States, the District of Colum- 
bia, the Territories of Alaska and Hawaii, and Puerto Rico. 

“(c) The term ‘Philippines’ means the Republic of the Philippines and, 
when used in a geographical sense, means the territories of the Republic of 
the Philippines, whether a particular aet in question took place, or a particu- 
lar situation in question existed, within such territories before or after the 
institution of the Republic of the Vhilippines. As used herein the terri- 
tories of the Republic of the Philippines comprise all the territories specified 
in Section 1 of Article I of the Constitution of the Philippines which is set 
forth as Annex X to this Agreement. 

“(d) The term ‘ordinary customs duty’ means a customs duty based on 
the article as such (whether or not such duty is also based in any manner 
on the use, value, or method of production of the article, or on the amount 
of like articles imported, or on any otber factor) ; but does not include— 

“(1) A customs duty based on an act or omission of any person with 
respect to the importation of the article, or of the country from which 
the article is exported, or from which it comes; or 

“(2) A countervailing duty imposed to offset a subsidy, bounty, or 
grant; or 

“(3) An antidumping duty imposed to offset the selling of merchan- 
dise for exportation at a price less than the prevailing price in the 
country of export; or 

“(4) Any tax, fee, charge, or exaction, imposed on or in connection 
with importation unless the law of the country imposing it designates 
or imposes it as a customs duty or contains a provision to the effect that 
it shall be treated as a duty imposed under the customs laws; or 

“(5) The tax imposed by Section 4581 of the Internal Revenue Code 
of the United States, which is set forth as Annex VIII to this Agree- 
ment, with respect to an article, merchandise, or combination, ten per 
centum or more of the quantity by weight of which consists of, or is 
derived directly or indirectly from, one or more of the oils, fatty acids, 
or salts specified in Section 4511 of such Code which is set forth as 
Annex VII to this Agreement; or the tax imposed by Section 4501 (b) 
of such Code which is set forth as Annex IX to this Agreement. 

“(e) The term ‘United States article’ means an article which is the prod- 
uct of the United States, unless, in the case of an article produced with the 
use of materials imported into the United States from any foreign country 
(except the Philippines) the aggregate value of such imported materials at 
the time of importation into the United States was more than twenty per 
centum of the value of the article imported into the Philippines, the value 
of such article to be determined in accordance with, and as of the time pro- 
vided by, the customs laws of the Philippines in effect at the time of impor- 
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tation of such article. As used in this Subparagraph the term ‘value’, when 
used in reference to a material imported into the United States, includes the 
value of the material ascertained under the customs laws of the United 
States in effect at the time of importation into the United States, and, if not 
included in such value, the cost of bringing the material to the United States, 
but does not include the cost of landing it at the port of importation, or 
customs duties collected in the United States. For the purposes of this 
Subparagraph any imported material, used in the production of an article 
in the United States, shall be considered as having been used in the produc- 
tion of an article subsequently produced in the United States, which is the 
product of a chain of production in the United States in the course of which 
an article, which is the product of one stage of the chain, is used by its pro- 
ducer or another person, in a subsequent stage of the chain, as a material in 
the production of another article. It is understood that ‘United States ar- 
ticles’ do not lose their status as such, for the purpose of Philippine tariff 
preferences, by reason of being imported into the Philippines from a coun- 
try other than the United States or from an insular possession of the United 
States or by way of or via such a country or insular possession. 

“(f) The term ‘Philippine article’ means an article which is the product 
of the Philippines, unless, in the case of an article produced with the use of 
materials imported into the Philippines from any foreign country (except 
the United States) the aggregate value of such imported materials at the 
time of importation into the Philippines was more than twenty per centum 
of the value of the article imported into the United States, the value of such 
article to be determined in accordance with, and as of the time provided by, 
the customs laws of the United States in effect at the time of importation of 
such article. As used in this Subparagraph the term ‘value’, when used in 
reference to a material imported into the Philippines, includes the value of 
the materials ascertained under the customs laws of the Philippines in effect 
at the time of importation into the Philippines, and, if not included in such 
value, the cost of bringing the material to the Philippines, but does not 
include the cost of landing it at the port of importation, or customs duties 
collected in the Philippines. For the purposes of this Subparagraph any 
imported material, used in the production of an article in the Philippines, 
shall be considered as having been used in the production of an article 
subsequently produced in the Philippines, which is the product of a chain 
of production in the Philippines in the course of which an article, which 
is the product of one stage of the chain, is used by its producer or another 
person, in a subsequent stage of the chain, as a material in the production 
of another article. It is understood that ‘Philippine articles’ do not lose 
their status as such, for the purpose of United States tariff preferences, by 
reason of being imported into the United States from a country other than 
the Philippines or from an insular possession of the United States or by 
way of or via such country or insular possession. 

“(g) The term ‘United States duty’ means the rate or rates of ordinary 
customs duty which (at the time and place of entry, or withdrawal from 
warehouse, in the United States for consumption, of the Philippine article) 
would be applicable to a like article if imported from that foreign country 
which is entitled to the lowest rate, or the lowest ageregate of rates, of 
ordinary customs duty with respect to such like article. 

“h) The term ‘Philippine duty’ means the rate or rates of ordinary customs 
duty which (at the time and place of entry, or withdrawal from warehouse, 
in the Philippines for consumption, of the United States article) would he 
applicable to a like article if imported from that foreign country which is 
entitled to the lowest rate, or the lowest aggregate of rates, of ordinary 
customs duty with respect to such like article. 

(i) The term ‘internal tax’ includes an internal fee, charge. or exaction, 
and includes— 

“(1) The tax imposed by Section 4581 of the Internal Revenue Code 
of the United States which is set forth as Annex VIII to this Agreement, 
with respect to an article, merchandise, or combination, 10 percentum 
or more of the quantity by weight of which consists of. or is derived 
directly or indirectly from, one or more of the oils, fatty acids, or salts 
specified in Section 4511 of such Code which is set forth as Annex VII 
to this Agreement; and the tax imposed by Section 4501 (b) of such 
Code which is set forth as Annex IX to this Agreement; and 
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“(2\ Any other tax, fee, charge, or exaction, imposed on or in connec- 
tion with importation unless the law of the country imposing it desig- 
nates or imposes it as a customs duty or contains a provision to the 
effect that it shall be treated as a duty imposed under the customs laws. 

“2. For the purposes of Subparagraphs (g) and (h) of Paragraph 1 of this 
Protocol— 

“(a) If an article is entitled to be imported from a foreign country free 
of ordinary customs duty, that country shall be considered as the country 
entitled to the lowest rate of ordinary customs duty with respect to such 
article; and 

“(b) A reduction in ordinary customs duty granted any country, by law, 
treaty, trade agreement, or otherwise, with respect to any article, shall be 
converted into the equivalent reduction in the rate of ord’nary customs duty 
otherwise applicable to such article. 

“3. For the purposes of Paragraphs 1 and 2 of Article IV, any material, used 
in the production of an article, shall be considered as !aving been used in the 
production of an article subsequently produced, which is the product of a chain 
of production in the course of which an article, which is the product of one stage 
of the chain, is used by its producer or another person, in a subsequent stage 
of the chain, as a material in the production of another artic'e. 

“4. The terms ‘includes’ and ‘including’ when used in a definition contained 
in this Agreement shall not be deemed to exclude other things otherwise within 
the meaning of the term defined.” 


SEC. 203. MODIFICATION OF TEXT OF AGREEMENT. 
The text of the revised agreement which is set forth in section 202 may be 
modified before such agreement is signed, but only 
(1) to the extent necessary (A) to correct errors, ‘') to correct references 
to laws, or (C) to reflect action taken by the Republic of the Philippines 
with respect to article V of such agreement; or 
(2) if such modifications are merely changes of style. 


TITLE I1I—MISCELLANEOUS 


SEC. 301. PROCLAMATION OF AGREEMENT; EFFECTIVE DATE OF 
TITLE. 

(a) ProcLaMATION.—If the revised agreement has been e tered into before 
January 1, 1956, the President of the United States shall so pro“‘laim, and such 
agreement shall be effective in the United States in accordance with ‘ts terms. 

(b) Errective Date or TitLte.—The provisions of this title (other than this 
section) shall take effect on January 1, 1956, but only if the President of the 
United States has made the proclamation referred to in subsection (a). 


SEC. 302. REPEAL OF PHILIPPINE TRADE ACT OF 1946. 

The Philippine Trade Act of 1945 (except section 506 (a), relating to termina- 
tion of payments into Philippine Treasury) is hereby repealed. Such repeal 
shall not affect amendments or repeals made by such Act. 


SEC. 303. QUOTAS ON PHILIPPINE ARTICLES. 

The rights reserved to the United States by paragraph 2 of article III of the 
revised agreement shall be exercised by the President, subject to the terms and 
conditions contained in such article. The President is authorized to prescribe 
such procedures and regulations for carrying out his functions as he may deem 
appropriate. Quotas shall be established pursuant to such article III by procla- 
mation of the President, shall be effective for such period or periods as the 
President shall specify in his proclamation, and shall terminate upon finding 
and proclamation of the President in accordance with paragraph 2 (d) of such 
article ITT. 

SEC. 304. SUSPENSION OF 2 CENTS PER POUND ADDITIONAL PROC- 
ESSING TAX ON COCONUT OIL. 

The authority contained in paragraph 5 of article IV of the revised agreement 
to suspend the provisions of section 4511 (b) of the Internal Revenue Code of 
1954 may be exercised by the President by proclamation. 
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SEC. 305. TRADE AGREEMENTS WITH THE REPUBLIC OF THE PHILIP- 
PINES. 

Until July 4, 1974, no trade agreement shall be entered into with the Republic 
of the Philippines under section 350, as amended, of the Tariff Act of 1930, unless, 
prior to such time, the revised agreement has been terminated. 

SEC. 306. RIGHTS OF THIRD COUNTRIES. 

The benefits granted by this Act, and by the revised agreement, to the Republic 
of the Philippines, Philippine articles or products, and Philippine citizens, shall 
not, by reason of any provision of any treaty or agreement existing on the date 
of the enactment of this Act with any third country, be extended to such country 
or its products, citizens, or subjects. 


SEC. 307. ADMINISTRATION OF REVISED AGREEMENT. 


The provisions of articles I, II, III, and IV of the revised agreement which are 
in effect in the United States shall be administered as parts of the customs and 
internal revenue laws of the United States. 


SEC. 308. TECHNICAL AMENDMENT. 

Section 9 of the Act of March 2, 1917, as amended (48 U. S. C., see. 734), is 
hereby amended by striking out “the Philippine Trade Act of 1946” and inserting 
in lieu thereof “the Philippine Trade Agreement Revision Act of 1955.” 


[H. Doe. No. 155, 84th Cong., 1st sess.] 


REVISION Ol THE 1946 TRADE AGREEMENT BETWEEN THE UNITED 
STATES OF AMERICA AND THE REPUBLIC OF THE PHILIPPINES 


COMMUNICATION FROM THE PRESIDENT OF THE UNITED STATES RELATIVE TO REVISION 
OF THE 1946 TRADE AGREEMENT BETWEEN THE UNITED STATES OF AMERICA AND 
THE REPUBLIC OF THE PHILIPPINES 

THE WHITE Hovsr, 
Washington, May 5, 1955. 
The Honorable SAM RAYBURN, 
Speaker of the House of Representatives, 
Washington, D. C. 

DEAR Mr. SPEAKER: The President of the Republic of the Philippines, in a 
letter to ine dated March 7, 1953, requested examination and adjustment of the 
1946 trade agreement between the United States and the Republic of the VPhilip- 
pines as being vital to the economic stability of his country and to its permanent 
trade relations with the United States. Discussions on specifie Philippine pro- 
posals for revision began last September between a United States delegation and 
a Philippine mission designated for the purpose, and culminated in the signing 
on December 15, 1954, of a final act of negotiations in which each agreed to 
recommend to its Government the revisions contained therein. 

A copy of the final act, with corrections agreed to in an exchange of letters 
between the chairmen of the United States and Philippine delegations, and a 
copy of a memorandum from the Secretary of State on this subject, are trans- 
mitted herewith. 

Revision of the 1946 agreement cannot be effected without the authorization of 
the Congress. I believe that the revision, as proposed in the final act of nego- 
tiations, would be beneficial to both the United States and the Philippines and 
would contribute matefially to the improvement of the already friendly political 
and economic relations between them. I earnestly urge, therefore, that appro- 
priate legislation be enacted at this session of the Congress to permit revision 
of the 1946 agreement in accordance with the recommendations contained in 
the final act. 

Sincerely, 
Dwicut D. EISENHOWER. 
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DEPARTMENT OF STATE 
Washington 


MEMORANDUM FOR THE PRESIDENT 


Subject : Reeommendation for Legislation to Implement Negotiation of Revision 
of the Philippine Trade Agreement. 


Legislation is needed which would authorize the President to enter into an 
agreement for the revision of the 1946 agreement between the United States of 
America and the Republic of the Philippines concerning trade and related mat- 
ters during a transitional period following the institution of Philippine inde- 
pendence, negotiated under the authority of Public Law No. 371 of the 79th Con- 
gress (60 Stat. 143) and signed at Manila on July 4, 1946. That agreement 
established the basic economic relationships between the two countries at the 
time the Philippines became an independent nation. It can be amended only 
with the consent of the Congress. 

On March 7, 1953, the President of the Philippines requested reexamination and 
revision of the 1946 agreement as being vital to the economic stability of his 
country and to the permanent trade relations between the United States and 
the Philippines. In his reply dated March 16, 1953, the President of the United 
States stated that the Government of the United States stood ready then, as it 
had in the past, to give prompt and sympathetic consideration to any specific 
proposal for revision that the Philippines might advance. 

In order to provide the necessary time for discussion of possible revision with 
the Philippine Government while the reciprocal free trade arrangement pro- 
vided in the 1946 agreement was still in effect, Public Law No. 474 of the 83d 
Congress was passed, authorizing the extension on a reciprocal basis of the 
period of free entry of Philippine articles into the United States from July 3, 
1954, to December 31, 1955, inclusive, and this period of continued free trade 
was proclaimed by the President on July 10, 1954. 

Negotiations for the possible revision of the 1946 trade agreement began in 
Washington on September 20, 1954, between a United States delegation and a 
Philippine economic mission appointed for that purpose. The United States 
delegation consisted of a chairman chosen from outside the Government ; repre- 
sentatives of the Departments of State, Treasury, Agriculture, and Commerce; 
a representative of the Foreign Operations Administration: and an official of 
the Tariff Commission, serving in a nonrepresentative capacity. The Philip- 
pine economic mission, under the chairmanship of Senator Jose P. Laurel, con- 
sisted of 6 members of the Philippine Senate, 5 members of the Philippine House 
of Representatives, and a number of distinguished Philippine officials, including 
the Governor of the Central Bank, appointed by President Magsaysay. 

On December 15, 1954, the chairman of the two delegations signed a final act 
of negotiations pursuant to which each delegation agreed to recommend the pro- 
posed revision contained therein to its Government for consideration. 

The changes envisaged by the proposed revision are: (a) a less rapid imposi- 
tion of United States duties on Philippine products; (0) an acceleration of the 
application of Philippine duties to United States articles: (¢) an orderly ar- 
rangement for long-sought ways and means of elimination of the Philippine ex 
change tax and the dural rate of exchange it creates; (¢) an incentive to invest- 
ment of foreign capital in the Philippines by removal of the exchange tax upon 
the transfer of invisibles; (¢) elimination of United States absolute quotas npon 
imports of Philippine rice, tobacco, cigars, coconut oil, and buttons of pearl or 
shell: (f) slower disappearance of the duty-free tariff quotas on tobaceo, cigars, 
coconut oil, and buttons: (g) removal of any impediment in the 1946 agreement 
to an increase of the Philippine sugar quota in the United States at the disere- 
tion of the Congress; (/) removal of the provisions specifying how United States 
quotas on Philippine products are to be allocated among Philippine producers ; 
(7) reciproeal provisions relating to the imposition of ouantitative restrictions to 
protect monetary reserves or domestic industries: (/) elimination of the pro- 
hibition against imposition of export taxes by the Philippines; (7°) elimination 
of the requirement that any change in the exchange rate of the peso or any re- 
striction on the transfer of dollars may be undertaken by the Philippine Govern- 
ent only with the consent of the President of the United States; (7) a promise 
by the Philippines to enact and to implement legislation to enter into an agree- 
ment with the United States for the reciprocal entry of traders: (m) mutuali 
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zation of national treatment in the development of natural resources and the 
operation of public utilities; (”) granting of reciprocal national treatment with 
respect to participation in all other business activities; (0) mutual national se- 
curity exceptions; (p) provision for consultation at least 3 years before expira- 
tion of the agreement to consider problems anticipated in connection with its 
termination: (q) clarification of the definition of United States and Philippine 
articles for preferential tariff purposes to include articles of each country im- 
ported via third countries. 

These changes are concurred in by all of the departments and agencies repre- 
sented on the United States delegation. The aforementioned officer of the 
Tariff Commission does not concur in the proposed revision as he considers that 
the changes referred to as items (@) and (f) in the above listing depart unneces- 
sarily and too sharply from the corresponding provision in the present law. No 
objection has been expressed by any other Government agency to the revision 
as negotiated. 

iInclosed are two copies each of the 1946 agreement, the final act of negotiations, 
together with corrections agreed to in an exchange of letters between the chair- 
men of the United States and Philippine delegations, and a description of the 
proposed revision that has been published by the Department of Commerce. 

Revision of the 1946 trade agreement as proposed will be an important step 
forward in United States relations with the Philippines. I recommend that au- 
thority be sought from the Congress to carry it into effect. 

(Enclosures: (1) 1946 agreement (2 copies) ; (2) final act of negotiations, with 
corrections (2 copies) ; (3) description of proposed revision (2 copies).) 


FINAL ACT OF NEGOTIATIONS RELATIVE TO REVISION OF THE 1946 
TRADE AGREEMENT BETWEEN THD UNITED STATES OF AMERICA 
AN) THE REPUBLIC OF THE PHILIPPINES 


The Delegations of the Governments of the United States of America and of the 
Republic of the Philippines have concluded negotiations in Washington this day 
relative to amendment of the 1946 Trade Agreement (hereinafter referred to as 
the Agreement) between the United States of America and the Republic of the 
Philippines signed at Manila, July 4th, 1946. 

As a result of the discussions which have taken place the two Delegations 
have agreed to recommend to their respective Governments for consideration the 
following proposed revisions in the Agreement: 


REVISION OF PREAMBLE 


As amended, the Preamble would read as follows: 

“The President of the United States of America and the President of the 
Republic of the Philippines, mindful of the close economic ties between the 
people of the United States and the people of the Philippines during many 
vears of intimate political relations, and desiring to enter into an agreement 
in keeping with their long friendship, which will be mutually beneficial to 
the two peoples and will strengthen the economy of the Philippines so as to 
enable that Republic to contribute more effectively to the peace and prosperity 
of the free world, have agreed to the following Articles :” 


REVISION OF ARTICLE I 


1. In Paragraph 1 change date of “July 3, 1954” to read “December 31, 1955’’, in 
accordance with Public Law 474 of the 83d Congress of the United States of 
America, and Philippine Republic Act No. 1137 of June 16, 1954. 

2. Amend Paragraph 2 so as to provide acceleration of the application of the 
Philippine duties on imports from the United States and deceleration of the ap- 
plication of United States duties on imports from the Philippines, during the 
period January 1, 1956, to July 3, 1974, aceording to the schedule specified, with 
complete elimination of such preferences to be accomplished by July 4, 1974. 

3. The Philippine Government, in addition to the duties provided for herein, 
will be authorized to impose a tax on imports to replace the exchange tax cur- 
rentiy in effect. Such tax on imports would be temporary and on a declining 
basis: it would begin at a level no higher than the current exchange tax. 

As amended, Article I would read as follows: 
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“ARTICLE I 


“1. During the period from the date of the entry into force of this Agree- 
inent to December 31, 1955, both dates inclusive, United States articles as 
defined in Subparagraph (e) of Paragraph 1 of the Protocol to this Agree- 
ment entered, or withdrawn from warehouse, in the Philippines for consump- 
tion, and Philippine articles as defined in Subparagraph (f) of Paragraph 1 
of the Protocol entered, or withdrawn from warehouse, in the United States 
for consumption, shall be admitted into the Philippines and the United States, 
respectively, free of ordinary customs duty. 

“29. The ordinary customs duty to be collected on United States articles as 
defined in Subparagraph (e) of Paragraph 1 of the Protocol, which during 
the following portions of the period from January 1, 1956, to July 3, 1974, 
both dates inclusive, are entered, or withdrawn from warehouse, in the 
Philippines for consumption, shall be determined by applying the following 
percentages of the Philippine duty as defined in Subparagraph (h) of Para- 
graph 1 of the Protocol: 

(a) During the period from January 1, 1956, to December 31, 1958, 
both dates inclusive, twenty-five per centum. 

(b) During the period from January 1, 1959, to December 31, 1961, 
both dates inclusive, fifty per centum. 

(c) During the period from Jannary 1, 1962, to December 31, 1964, 
hoth dates inclusive, seventy-five per centum. 

(d) During the period from January 1, 1965, to December 31, 1973, 
both dates inclusive, ninety per centum. 

(e) During the period from January 1, 1974, to July 3, 1974, both 
dates inclusive, one hundred per centum. 

“3. The ordinary customs duty to be collected on Philippine articles as 
defined in Subparagraph (f) of Paragraph 1 of the Protocol], other than 
those specified in the Schedule to Paragraph 2 of Article If, witch during 
such portions of such period are entered, or withdrawn from warehouse, 
in the United States for consumption, shall be determined by applying the 
following percentages of the United Sates duty as defined in Subparagraph 
(¢) of Paragraph 1 of the Protocol: 

(a) During the period from January 1, 1956, to December 31, 1958, 
both dates inclusive, five per centum. 

(b) During the period from January 1, 1959, to December 31, 1961, 
both dates inclusive, ten per centum, 

(c) During the period from January 1, 1962, to December 31, 194, 
both dates inclusive, twenty per centum. 

(d) During the period from January 1, 1965, to December 31, 1967, 
hoth dates inclusive, forty per centum. 

(e) During the period from January 1, 1968, to December 31, 1970, 
both dates inclusive, sixty per centum. 

(f) During the period from January 1, 1971, to December 31, 1973, 
both dates inclusive, eighty per centum. 

(g) During the period from January 1, 1974, to July 3, 1974, both 
dates inclusive, one hundred per centum. 

“4. Customs duties on United States articles, and on Philippine articles, 
other than ordinary customs duties, shall be determined without regard to 
the provisions of Paragraphs 1, 2 and 3 of this Article, but shall be subject 
to the provisions of Paragraph 5 of this Article. 

“>. With respect to United States articles imported into the Philippines, 
and with respect to Philippine articles imported into the United States, no 
duty on or in connection with importation shall be collected or paid in an 
amount in excess of the duty imposed with respect to like articles which 
are the product of any other foreign country, or collected or paid in any 
amount if the duty is not imposed with respect to such like articles. As 
used in this Paragraph, the term “duty” includes taxes, fees, charges, or 
exactions, imposed on or in connection with importation, but does not 
include internal taxes or ordinary customs duties. 

“6. With respect to products of the United States which do not come 
within the definition of United States articles, imported into the Philippines, 
no duty on or in connection with importation shall be collected or paid in 
an amount in excess of the duty imposed with respect to like articles 
which are the product of any other foreign country, or collected or paid 
in any amount if the duty is not imposed with respect to such like articles 
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which are the product of any other foreign country. As used in this Para- 
graph the term “duty” includes taxes, fees, charges, or exactions, im- 
posed on or in connection with importation, but does not include internal 
taxes. 

“7. With respect to products of the Philippines, which do not come within 
the definition of Philippine articles, imported into the United States, no 
duty on or in connection with importation shall be collected or paid in an 
amount in excess of the duty imposed with respect to like articles which 
are the product of any other foreign country (except Cuba), or collected or 
paid in any amount if the duty is not imposed with respect to such like 
articles which are the product of any other foreign country (except Cuba). 
As used in this Paragraph the term “duty” includes taxes, fees, charges, or 
exactions, imposed on or in connection with importation, but does not include 
internal taxes. 

“8. Notwithstanding the provisions of Paragraph 2, the Philippines shall 
impose a temporary special import tax, in lieu of the present tax on the 
sale of foreign exchange, on any article or product imported or brought 
into the Philippines, irrespective of source; provided that such special 
levy is applied in a nondiscriminatory manner pursuant to Paragraphs 
5 and 6 of this Article, that the initial tax is at a rate no higher than 
the present rate of the foreign exchange tax, and that the tax shall be pro- 
gressively reduced at a rate no less rapid than that specified in the fol- 
lowing Schedule. If, as a result of applying this Schedule, the total revenue 
from Philippine customs duties and from the special import tax on goods 
coming from the United States is less in any calendar year than the pro- 
ceeds from the exchange tax on such goods during the calendar year 1955, no 
reduction need be made in the special import tax for the next succeeding 
valendar year, and, if necessary to restore revenues collected on the im- 
portation of United States goods to the level of the exchange tax on such 
goods in calendar year 1955, the Philippines may increase the rate for 
such succeeding calendar year to any previous level provided for in this 
Schedule which is considered to be necessary to restore such revenues to the 
amount collected from the exchange tax on United States goods in calendar 
year 1955. Rates for the special import levy in subsequent years shall be 
fixed in accordance with the schedules specified in this Article, except as 
the Philippine Government may determine that higher rates are necessary 
to maintain the above-mentioned level of revenues from ie importation of 
United States goods. In this event, such rate shall be determined by the 
Philippine Government, after consultation with the United States Gov- 
ernment, at a level of the Schedule calculated to cover any anticipated 
deficiency arising from the operation of this provision. 


Schedule for Reducing Special Import Taz 


(a) After December 31, 1956, ninety per centum. 
(b) After December 31, 1957, eighty per centum. 
(c) After December 31, 1958, seventy per centum. 
(d) After December 31, 1959, sixty per centum. 
(e) After December 31, 1960, fifty per centum. 
(f) After December 31, 1961, forty per centum. 
(gz) After December 31, 1962, thirty per centum. 
(h) After December 31, 1963, twenty per centum. 
(i) After December 31, 1964, ten per centum. 

(j) On and after January 1, 1966, nil.” 


ReEvIseD ARTICLE IT 


1. Amend Paragraph 1 so as to delete rice and remove cigars, scrap tobacco, 
coconut oil and buttons of pearl or shell from the application of the absolute 
quota provisions. Also provide that the present absolute quotas on Philippine 
raw and refined sugars shall be without prejudice to any increases which the 
United States Congress might allocate to the Philippines in the future. 

2. Amend Paragraph 2 so as to provide for a diminishing duty-free quota 
on cigars, scrap tobacco, coconut oil and buttons of pearl or shell, such duty- 
free quota to be reduced at fixed percentages somewhat different from the 5 
per cent annual reductions provided in the Agreement. The articles subject to 
the tariff quota shall no longer be subject to absolute quotas. 

3. Delete Paragraphs 3 and 4 coneerning the allocation by the Philippines of 
quotas. 
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As amended, Article II would read as follows: 


“ARTICLE II 


“1. During the period from January 1, 1946, to December 31, 1975, both 
dates inclusive, the total amount of the articles falling within one of the 
classes specified in Items A and A-—1 of the Schedule to this Paragraph, 
which are Philippine articles as defined in Subparagraph (f) of Paragraph 1 
of the Protocol, and which, in any calendar year, may be entered, or with- 
drawn from warehouse, in the United States for consumption, shall not 
exceed the amounts specified in such Schedule as to each class of articles. 
During the period from January 1, 1946, to December 31, 1973, both dates 
inclusive, the total amount of the articles falling within the class specified 
in Item B of the Schedule to this Paragraph which are the product of the 
Philippines, and which, in any calendar year, may be entered, or with- 
drawn from warehouse, in the United States for consumption, shall not 
exceed the amount specified in such Schedule as to such class of articles. 
During the period from January 1, 1974, to July 3, 1974, both dates in- 
clusive, the total amounts referred to in the preceding sentences of this 
Paragraph shall not exceed one-half of the amount specified in such Schedule 
with respect to each class of articles, respectively. The establishment 
herein of the limitations on the amounts of Philippine raw and refined sugar 
that may be entered, or withdrawn from warehouse, in the United States 
for consumption, shall be without prejudice to any increases which the 
Congress of the United States might allocate to the Philippines in the 
future. The following Schedule to Paragraph 1 shall constitute an integral 
part thereof: 

Schedule of Absolute Quotas 


Item Classes of Articles Amounts 
A I i 952,000 short tons 
A-1l of which not to exceed________ _... 56,000 short tons 


may be refined sugars, meaning “direct-con- 
sumption sugar” as defined in Section 101 of 
the Sugar Act of 1937 of the United States 
which is set forth in part as Annex I to this 
Agreement 

B Cordage, including yarns, twines (including bind- 
ing twine described in Paragraph 1622 of the 
Tariff Act of 1930 of the United States, as 
amended, which is set forth as Annex II to 
this Agreement), cords, cordage, rope, and 
cable, tarred or untarred, wholly or in chief 
value of manila (abaca) or other hard fiber__ 6,000,000 Ibs. 


“2. Philippine articles are defined in Subparagraph (f) of Paragraph 1 
of the Protocol falling within one of the classes specified in the items in 
cluded in the Schedule to this Paragraph, which, during the following por- 
tions of the period from January 1, 1946, to December 51, 1973, both dates 
inclusive, are entered, or withdrawn from warehouse, in the United States 
for consumption, shall be free of ordinary customs duty, in quantities deter- 
mined by applying the following percentages to the amounts specified in 
such Schedule as to each such class of articles: 

(a) During each of the calendar years 1946 to 1955 [*] inclusive, 
one hundred per centum. 

(b) During each of the calendar years 1956 to 1958, inclusive, ninety- 
five per centum. 

(c) During each of the calender years 1959 to 1961, inclusive, ninety 
per centum. 

(d) During each of the calendar years 1962 to 1964, inclusive, eighty 
per centum. 

(e) During each of the calendar years 1965 to 1967, inclusive, sixty 
per centum. 

(f) During each of the calendar years 1968 to 1970, inclusive, forty, 
per centum. 

(g) During each of the calendar years 1971 to 1973, inclusive, twenty 
per centum. 

(h) On and after January 1, 1974, nil. 





*[For correction, see attached exchange of letters. ] 
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The following Schedule to Paragraph 2 shall constitute an integral part 
thereof : 


Schedule of Tariff Quotas 


Item Classes of Articles Amounts 
A Cigars (exclusive of cigarettes, cheroots 
of all kinds, and paper cigars and 
cigarettes, including wrappers) —---- 200, 000, 000 cigars 
B Scrap tobacco, and stemmed and un- 
stemmed filler tobacco described in 
Paragraph 602 of the Tariff Act of 
1930 of the United States, as 
amended, which is set forth as Annex 


III to this Agreement______________ 6, 500, 000 Ibs. 
©.  GOCRE 5. cicsitn niceties 200, 000 long tons 
D Buttons of pearl or shell__________-__ 850, 000 gross 


The quantities shown in the Schedule to this Paragraph represent base 
quantities for the purposes of computing the tariff-free quota and are not 
absolute quotas. Any such Philippine article so entered, or withdrawn from 
warehouse, in excess of the duty-free quota provided in this Paragraph shall 
be subject to one hundred per centum of the United States duty as defined 
in Subparagraph (g) of Paragraph 1 of the Protocol.” 


REVISION OF ARTICLE III 


Amend Article III to provide that the authority to impose new quantitative 
restrictions be reciprocal and to provide for application of quantitative restric- 
tions for balance of payments reasons. 

As amended, Article III would read as follows: 


“ARTICLE III 


“1. Except as otherwise provided in Article II or in Paragraph 2 of this 
Article, neither country shall impose restrictions or prohibitions on the im- 
portation of any article of the other country, or on the exportation of any 
article to the territories of the other country, unless the importation of the 
like article of, or the exportation of the like article to, all third countries 
is similarly restricted or prohibited. If either country imposes quantitative 
restrictions on the importation or exportation of any article in which the 
other country has an important interest and if it makes allotments to any 
third country, it shall afford such other country a share proportionate to the 
amount of the article, by quantity or value, supplied by or to it during a 
previous representative period, due consideration being given to any special 
factors affecting the trade in such article. 

“2. Nothwithstanding the provisions of Paragraph 1 of this Article, with 
respect to quotas on United States articles as defined in Subparagraph (e) 
of Paragraph 1 of the Protocol or with respect to quotas on Philippine 
articles as defined in Subparagraph (f) of Paragraph 1 of the Protocol 
(other than the articles for which quotas are provided in Paragraphs 1 and 
2 of Article IL) a quota may be established only if— 

(a) The President of the country desiring to impose the quota, after 
investigation, finds and proclaims that, as the result of preferential 
treatment accorded pursuant to this Agreement, any article of the other 
country is being imported in such increased quantities and under such 
conditions as to cause or threaten serious injury to domestic producers 
of like or directly competitive articles; or 

(b) The President of the country desiring to impose the quota finds 
that such action is necessary to forestall the imminent threat of, or to 
stop, a serious decline in its monetary reserves, or, in the event its 
monetary reserves are very low, to achieve a reasonable rate of increase 
in its reserves. 

Any quota imposed for any twelve-month period under (a) above for the 
purpose of protecting domestic industry shall not be less than the amount 
determined by the President of the importing country as the total amount 
of the articles of such class which, during the twelve months preceding 
entry into effect of the quota, was entered, or withdrawn from warehouse, 
for consumption, after deduction of the amount by which he finds domestic 
production can be increased during the twelve-month period of the quota; 
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or if the quota is established for any period other than a twelve-month period, 
it shall not be less than a proportionate amount. 

Sach Party agrees not to apply restrictions so as to prevent unreasonably 
the importation of any description of goods in minimum commercial quan- 
tities, the exclusion of which would seriously impair regular channels of 
trade, or restrictions which would prevent the importation of commercial 
samples, or prevent compliance with patent, trademark, copyright, or similar 
procedures. 

Any quota established pursuant to this Paragraph shall not continue in 
effect longer than necessary to achieve the purposes for its imposition, at 
which time the President of the country imposing the quota, following in- 
vestigation, shall find and proclaim that the conditions which gave rise to 
the establishment of such quota no longer exist. 

“3. Either country taking action pursuant to the provisions of this Article 
shall give notice to the other country as far in advance as may be practicable, 
and shall afford it an opportunity to consult in respect of the proposed action. 
It is understood that this right of consultation does not imply that the con- 
sent of the other country to the establishment of the quota is needed in order 
for the quota to be put into effect.” 


REVISION OF ARTICLE IV 


1. Amend the Article to delete provision in Paragraph 3 prohibiting imposition 
of an export tax by the United States on articles exported to the Philippines, 
or by the Philippines on articles exported to the United States. 

2. Redesignate Paragraphs 4, 5 and 6, as Paragraphs 3, 4 and 5. 

As amended, Article IV would read as follows: 


“ARTICLE IV 


“1. With respect to articles which are products of the United States coming 
into the Philippines, or with respect to articles manufactured in the Philip- 
pines wholly or in part from such articles, no internal tax shall be— 

(a) Collected or paid in an amount in excess of the internal tax im- 
posed with respect to like articles which are the product of the Philip- 
pines, or collected or paid in any amount if the internal tax is not im- 
posed with respect to such like articles; 

(b) Collected or paid in an amount in excess of the internal tax im- 
posed with respect to like articles which are the product of any other 
foreign country, or collected or paid in any amount if the internal tax is 
not imposed with respect to such like articles. 

Where an internal tax is imposed with respect to an article which is the 
product of a foreign country to compensate for an internal tax imposed (1) 
with respect to a like article which is the product of the Philippines, or (2) 
with respect to materials used in the production of a like article which is 
the product of the Philippines, if the amount of the internal tax which is 
eollected and paid with respect to the article which is the product of the 
United States is not in excess of that permitted by Paragraph 1 (b) of Ar- 
ticle IV such collection and payment shall not be regarded as in violation of 
the first sentence of this Paragraph. 

“2. With respect to articles which are products of the Philippines coming 
into the United States, or with respect to articles manufactured in the 
United States wholly or in part from such articles, no internal tax shall be— 

(a) Collected or paid in an amount in excess of the internal tax 
imposed with respect to like articles which are the product of the 
United States, or collected or paid in any amount if the internal tax 
is not imposed with respect to such like articles; 

(b) Collected or paid in an amount in excess of the internal tax 
imposed with respect to like articles which are the product of any other 
foreign country, or collected or paid in any amount if the internal tax 
is not imposed with respect to such like articles. 

Where an internal tax is imposed with respect to an article which is the 
product of a foreign country to compensate for an internal tax imposed (1) 
with respect to a like article which is the product of the United States, or 
(2) with respect to materials used in the production of a like article which 
is the product of the United States, if the amount of the internal tax which 
is collected and paid with respect to the article which is the product of the 
Philippines is not in excess of that permitted by Paragraph 2 (b) of Article 
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IV such collections and payment shall not be regarded as in violation of 
the first sentence of this Paragraph. This Paragraph shall not apply to the 
taxes imposed under Section 2306, 2527, and 2356 of the Internal Revenue 
Code of the United States which are set forth in part as Annexes IV, V, and 
VI to this Agreement. [*] 

“3. No processing tax or other internal tax shall be imposed or collected 
in the United States or in the Philippines with respect to articles coming 
into such country for the official use of the Government of the Philippines 
or of the United States, respectively, or any department or agency thereof. 

“4. No processing tax or other internal tax shall be imposed or collected 
in the United States with respect to manila (abaca) fiber not dressed or 
manufactured in any manner. 

‘D>. The United States will net reduce the preference of two cents per 
pound provided in Section 2470 of the Internal Revenue Code of the United 
States (relating to processing taxes on coconut oil, etc.), [*] which is set 
forth as Annex VII to this Agreement, with respect to articles “wholly the 
production of the Vhilippine Islands” or articles “produced wholly from 
materials the growth or production of the Philippine Islands”; except that 
it may suspend the provisions of Subsection (a) (2) .of such Section during 
any period as to which the President of the United States, after consultation 
with the President of the Vhilippines, finds that adequate supplies of neither 
copra hor coconut oil, the product of the Philippines, are readily available for 
processing in the United States.” 





NEW ARTICLE V 


1. Delete all of old Article V relating to currency and exchange. 
2. Delete all of old Article VI regarding immigration, which is cbsolete. 

3. Insert a new Article to be designated as Article V, to provide that the Repub- 
lic of the Philippines will implement Public Law 419 of the S3rd Congress of the 
United States of America regarding the establishment of treaty merchant status 
for aliens of the two countries. 

The new Article V would read as follows: 


“ARTICLE V 


“The Republic of the Philippines will take the necessary legislative and 
executive actions, prior to or at the time of the approval of this Agreement, 
to enact and implement legislation similar to that already enacted by the 
Congress of the United States as Public Law 419, S8rd Congress, Chapter 


+>epe> 


323, 2d Session, to facilitate the entry of Philippine traders.” 
New ARTICLE VI 


1. Amend the old Article VII so as to provide for mutualization of rights which 
either Party accords to the other. 

2. Redesignate the Article as “Article VI’. 

The new Article VI would read as follows: 


“ARTICLE VI 


“1. The disposition, exploitation, development, and utilization of all 
agricultural, timber, and mineral lands of the public domain, waters, min- 
erals, coal, petroleum and other mineral oils, all forces and sources of po- 
tential energy, and other natural resources of either Party, and the operation 
of public utilities, shall, if open to any person, be open to citizens of the 
other Party and to all forms of business enterprise owned or controlled, 
directly or indirectly, by citizens of such other Party in the same manner 
as to and under the same conditions imposed upon citizens or corporations 
or associations owned or controlled by citizens of the Party granting the 
right. 

“2. The rights provided for in Paragraph 1 may be exercised, in the case 
of citizens of the Philippines with respect to natural resources in the United 
States which are subject to Federal control or regulations, only through 
the medium of a corporation organized under the laws of the United States 
or one of the States thereof and likewise, in the case of citizens of the 


*({For corrections, see attached exchange of letters. ] 
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United States with respect to natural resources in the public domain in 
the Philippines, only through the medium of a corporation organized under 
the laws of the Philippines and at least 60% of the capital stock of which 
is owned or controlled by citizens of the United States. This provision, 
however, does not affect the right of citizens of the United States to acquire 
or own private agricultural lands in the Philippines or citizens of the Philip- 
pines to acquire or own land in the United States which is subject to the 
jurisdiction of the United States and not within the jurisdiction of any 
State and which is not within the public domain. The Philippines reserves 
the right to dispose of its public lands in small quantities on especially favor- 
able terms exclusively to actual settlers or other users who are its own 
citizens. The United States reserves the right to dispose of its public lands 
in small quantities on especially favorable terms exclusively to actual 
settlers or other users who are its own citizens or aliens who have declared 
their intention to become citizens. Each Party reserves the right to limit 
the extent to which aliens may engage in fishing or engage in enterprises 
which furnish communications services and air or water transport. The 
United States also reserves the right to limit the extent to which aliens 
may own land in its outlying territories and possessions, but the Philippines 
will extend to American nationals who are residents of any of those outlying 
territories and possessions only the same rights, with respect to ownership 
of lands, which are granted therein to citizens of the Philippines. The 
rights provided for in this Paragraph shall not, however, be exercised by 
either Party so as to derogate from the rights previously acquired by citizens 
or corporations or associations owned or controlled by citizens of the other 
Party. 

“3. The United States of America reserves the rights of the several States 
of the United States to limit the extent to which citizens or corporations or 
associations owned or controlled by citizens of the Philippines may engage 
in the activities specified in this Article. The Republic of the Philippines 
reserves the power to deny any of the rights specified in this Article to cit- 
izens of the United States who are cit'zens of States, or to corporations or 
associations at least 60% of whose capital stock or capital is owned or con- 
trolled by citizens of States, which deny like rights to citizens of the Philip- 
pines, or to corporations or associations which are owned or controlled by 
citizens of the Philippines. The exercise of this reservation on the part of 
the Philippines shall not affect previously acquired rights, provided that in 
the event that any State of the United States of America should in the future 
impose restrictions which would deny to citizens or corporations or associa- 
tions owned or controlled by citizens of the Philippines the right to continue 
to engage in activities in which they were engaged therein at the time of the 
imposition of such restrictions, the Republic of the Philippines shall be free 
to apply like limitations to the citizens or corporations or associations owned 
or controlled by citizens of such States.” 


New ArrTICcLe VII 


1. Old Article VIT, revised, becomes Article VI. 

2. New Article VII provides for reciprocal non-discrimination by either Party 
ugainst the citizens or enterprises of the other with respect to engaging in 
business activities. 

New Article VII would read as follows: 


“ARTICLE VII 


“1. The Republic of the Philippines and the United States of America each 
agrees not to discriminate in any manner against the citizens or any form 
of business enterprise owned or controlled by citizens of the other and that 
new limitations imposed by either Party upon the extent to which aliens are 
accorded national treatment with respect to carrying on business activities 
within its territories, shall not be applied as against enterprises owned or 
controlled by citizens of the other Party which are engaged in such activities 
therein at the time such new limitations are adopted, nor shall such new 
limitations be applied to American citizens or corporations or associations 
owned or controlled by American citizens whose States do not impose like 
limitations on citizens or corporations or associations owned or controled 
by citizens of the Republic of the Philippines. 








2 


9 


— 


Z: 





PHILIPPINE TRADE AGREEMENT REVISION ACT OF 1955 


“2. The United States of America reserves the rights of the several States 
of the United States to limit the extent to which citizens or corporations 
or associations owned or controlled by citizens of the Philippines may engage 
in any business activities. The Republic of the Philippines reserves the power 
to deny any rights to engage in business activities to citizens of the United 
States who are citizens of States, or to corporations or associations at least 
60% of the capital stock or capital of which is owned or controlled by citi- 
zens of States, which deny like rights to citizens of the Philippines or to 
corporations or associations owned or controlled by citizens of the Philip- 
pines. The exercise of this reservation on the part of the Philippines shall 
not affect previously acquired rights, provided that in the event that any 
State of the United States of America should in the future impose restric- 
tions which would deny to citizens or corporations or associations owned 
or controlled by citizens of the Philippines the right to continue to engage 
in business activities in which they were engaged therein at the time of the 
imposition of such restrictions, the Republic of the Philippines shall be free 
to apply like limitations to the citizens or corporations or associations owned 
or controlled by citizens of such States.” 


New ARTICLE VIII 
Delete all of old Article VIII. [*] 


») 


2. Insert a new Article with repect to Security Exceptions. 


The new Article VIII would read as follows: 


“ARTICLE VIII 


“Nothing in this Agreement shall be construed : 
(1) to require either Party to furnish any information the disclosure 
of which it considers contrary to its essential security interests; or 
(2) to prevent either Party from taking any action which it considers 
necessary for the protection of its essential security interests— 

(a) relating to fissionable materials or the materials from which 
they are derived ; 

(b) relating to the traffic in arms, ammunition and implements 
of war and to such traffic in other goods and materials as is carried 
on directly or indirectly for the purpose of supplying a military 
establishment ; 

(c) taken in time of war or other emergency in international 
relations; or 

(3) to prevent either Party from taking any action in pursuance of 
its obligations under the United Nations Charter for the maintenance 
of international peace and security.” 


NEW ARTICLE IX 


1. Amend the old Article VIII by deleting the last clause of Paragraph 1, 
which is now obsolete; by deleting the portion of Paragraph 2 relating to allo- 
cation in the Philippines of United States quotas on Philippine articles, retain- 
ing only the first sentence of the Paragraph; and by deleting all of Paragraph 3, 
which is probably obsolete and which is irrelevant to the general subject of the 
Agreement. 

2. Redesignate the Article as “Article IX”. 

The new Article [IX would read as follows: 


> 


“ARTICLE IX 


“1. Upon the taking effect of this Agreement the provisions thereof plac- 
ing obligations on the United States: (a) if in effect as laws of the United 
States at the time this Agreement takes effect, shall continue in effect as 
laws of the United States during the effectiveness of the Agreement; or 
(b) if not so in effect at the time the Agreement takes effect, shall take 
effect and continue in effect as laws of the United States during the effective- 
ness of the Agreement. The Philippines will continue in effect as laws of 
the Philippines, during the effectiveness of this Agreement, the provisions 
thereof placing obligations on the Philippines. 


{For correction, see attached exchange of letters. ] 
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“2. The United States and the Philippines will promptly enact, and shall 
keep in effect during the effectiveness of this Agreement, such legislation 
as may be necessary to supplement the laws of the United States and the 
Philippines, respectively, referred to in Paragraph 1 of this Article, and to 
implement the provisions of such laws and the provisions of this Agreement 
placing obligations on the United States and the Philippines, respectively.” 


NEw ARTICLE X 


1. Amend the old Article [IX by adding a provision for consultation not later 
than July 1, 1971, as to joint problems which may arise in anticipation of the 
termination of the Agreement. 

2. Redesignate the Article as “Article X”. 

The new Article X would read as follows: 


“ARTICLE X 


“The United States and the Philippines agree to consult with each other 
with respect to any questions as to the interpretation or the application of 
this Agreement, concerning which either Government may make representa- 
tions to the other. Not later than July 1, 1971, the United States and the 
Philippines agree to consult with each other as to joint problems which may 
arise as a result or in anticipation of the termination of this Agreement.” 


New ARTICLE XI 


1. Amend the old Article X to delete Paragraphs 1 and 3, which are obsolete, 
and Paragraph 4, the substance of which has been incorporated in a new Article 
(Articie VIII). 

2. Redesignate the Article as Article XI. 

Articie XI would read as follows: 


“ARTICLE XI 


“This Agreement shall have no effect after July 3, 1974. It may be termi- 
naied by either the United States or the Philippines at any time, upon not less 
than five years’ written notice. If the President of the United States or the 
President of the Philippines determines and proclaims that the other country 
has adopted or applied measures or practices which would operate to nullify 
or impair any right or obligation provided for in this Agreement, then the 
Agreement may be terminated upon not less than six months’ written notice.” 

In recommending to their respective Governments the foregoing revisions as 
the basis of an agreement amending the Trade Agreement of July 4, 1946, the 
two Delegations will also recommend that, following consideration of the 
recommendations, negotiations be resumed looking toward the early conclusion 
of an agreement. 

IN witNESS whereof the Chairmen of the Delegations of the United States of 
America and the Republic of the Philippines hereby sign these proceedings in the 
English language. 

Done in duplicate at Washington, this 15th day of December, one thousand 
nine hundred and fifty-four. 

For the Delegation of the United States of America: 

For the Philippine Economic Mission: 


AMENDMENT TO PROTOCOL OF THE AGREEMENT 


1. Amend Paragraph 1 of the Protocol to include additional description of the 
terms “United States article’ and “Philippine article’, at the end of Subpara- 
graphs (e) and (f), respectively. 

As amended, Subparagraphs (e) and (f) would read as follows: 

“(e) The term “United States article’ means an article which is the 
product of the United States, unless, in the case of an article produced with 
the use of materials imported into the United States from any foreign 
country (except the Philippines) the aggregate value of such imported ma- 
terials at the time of importation into the United States was more than 
twenty per centum of the value of the article imported into the Philippines, 
the value of such article to be determined in accordance with, and as of 
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the time provided by, the customs laws of the Philippines in effect at the 
time of importation of such article. As used in this Subparagraph the term 
“value”, when used in reference to a material imported into the United 
States, includes the value of the material ascertained under the customs 
laws of the United States in effect at the time of importation into the 
United States, and, if not included in such value, the cost of bringing the 
material to the United States, but does not include the cost of landing it 
at the port of importation, or customs duties collected in the United States. 
For the purposes of this Subparagraph any imported material, used in the 
production of an article in the United States, shall be considered as having 
been used in the production of an article subsequently produced in the 
United States, which is the product of a chain of production in the United 
States in the course of which an article, Which is the product of one stage of 
the chain, is used by its producer or another person, in a subsequent stage 
of the chain, as a material in the production of another article. It is 
understood that “United States articles” do not lose their status as such 
by reason of their importation into the Philippines via a third country or 
via a possession of the United States which is outside the customs territory 
of the United States. 

“(f) The term “Philippine article’ means an article which is the product 
of the Philippines, unless, in the case of an article produced with the use of 
materials imported into the Philippines from any foreign country (except 
the United States) the aggregate value of such imported materials at the 
time of importation into the Philippines was more than twenty per centum 
of the value of the article imported into the United States, the value of such 
article to be determined in accordance with, and as of the time provided by, 
the customs laws of the United States in effect at the time of importation of 
such article. As used in this Subparagraph the term “value”, when used in 
reference to a material imported into the Philippines, includes the value of 
the material ascertained under the customs laws of the Philippines in effect 
at the time of importation into the Philippines, and, if not included in such 
value, the cost of bringing the material to the Philippines, but does not 
include the cost of landing it at the port of importation, or customs duties 
collected in the Philippines. For the purposes of this Subparagraph any 
imported material, used in the production of an article in the Philippines, 
shall be considered as having been used in the production of an article sub- 
sequently produced in the Philippines, which is the product of a chain of 
production in the Philippines in the course of which an article, which is the 
product of one stage of the chain, is used by its producer or another person, 
in a subsequent stage of the chain, as a material in the production of another 
article. It is understood that “Philippine articles” do not lose their status 


as such by reason of their importation into the United States via a third 
country.” 


[Copy] 
DECEMBER 29, 1954. 
The Honorable Jose P. LauReEt, 
Chairman, Philippine Economic Mission, 
Senate of the Philippines, Manila. 


Dear SENATOR LAUREL: My attention has been directed to certain errors in the 
final act of our negotiations which I believe should be corrected before this doc- 
ument is acted upon by our two Governments. The errors are as follows: 

Article II, paragraph 2 (a) specifies that during each of the calendar years 
1946 to 1955, inclusive, the duty-free tariff quotas shall be 100 percent of the 
amounts stated in the schedule to that paragraph. Since the revisions which we 
are recommending are designed to enter into effect only on and after January 1, 
1956, however, and since under the existing agreement the tariff quotas for 1955 
are established at 95 percent of the scheduled amounts (this provision was not 
modified by the 18-month extension of the free trade period), (a) should be 
corrected to read: “(a) During each of the calendar years 1946 to 1954, inclusive, 
and one hundred per centum.” and (b) should be correspondingly corrected to 
read: “(b) During each of the calendar years 1955 to 1958, inclusive ninety-five 
per centum.” 

The first explanatory note preceding new article VIII now states that all of 
old article VIII is to be deleted. Since a portion of the old article is actually 
retained, however, as article IX, this note should be corrected to read: “1. Old 
Article VIII, as amended, is redesignated Article IX.” 
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The first explanatory note to article XI states that the substance of old article 
X, paragraph 4, “has been incorporated in a new Article (Article VIIL).” The 


-correct reference is to article VII, and not all of the substance of article X, para- 


graph 4, has been retained. The note should read: “1. Amend the old Article 
X to delete Paragraphs 1 and 3, which are obsolete, and Paragraph 4, the sub- 
stance of which in part has been incorporated in a new Article (Article VII).” 

In addition to these corrections, I believe it would also be desirable to make 
the references in article 1V, paragraphs 2 and 5, to various sections of the 
Internal Revenue Code of the United States correspond to the renumbered sec- 
tions embodying these same tax provisions in the revised Internal Revenue 
Code which is to go into effect on January 1, 1955. For “Sections 2306, 2327, or 
2356” in paragraph 2 there should accordingly be substituted “Sections 4591, 
4812, or 4831”; and for “Section 2470” in paragraph 5 there should be substituted 
“Section 4513”. 

I should appreciate an early reply from you giving your concurrence in these 
changes in order that the final act may be considered as amended accordingly. 

Sincerely yours, 
JAMES M. LANGLEY, 
Chairman, United States Delegation, Philippine Trade Negotiations. 





[Copy] 


PHILIPPINE EcoONOMIC MISSION TO THE UNITED STATES, 
Manila, January 29, 1955. 

Dear Mr. LANGLEY: This is to acknowledge the receipt of your letter of Decem- 

ber 29, 1954, reading as follows: 
“DEPARTMENT OF STATE, 
Washington, December 29, 1954. 
Mr. James M. LANGLEY, 
Chairman, United States Delegation, 
Philippine Trade Negotiations, 
Department of State, Washington. 

Dear SENATOR LAUREL: My attention has been directed to certain errors in the 
final act of our negotiations which I believe should be corrected before this 
document is acted upon by our two Governments. The errors are as follows: 

Article II, paragraph 2 (a) specifies that during each of the calendar years 
1946 to 1955, inclusive, the duty-free tariff quotas shall be 100 percent of the 
amounts stated in the schedule to that paragranh. Since the revisions which we 
are recommending are designed to enter into effect only on and after January 1, 
1956, however, and since under the existing agreement the tariff quotas for 1955 
are established at 95 percent of the scheduled amounts (this provision was not 
modified by the 18-month extension of the free trade period), (a) should be 
corrected to read: ‘‘(a) During each of the calendar years 1946 to 1954, inclusive, 
one hundred per centum.” and (b) should be correspondingly corrected to read: 
“(b) During each of the calendar years 1955 to 1958, inclusive, ninety-five 
per centum.” 

The first explanatory note preceding new article VIII now states that all of 


-old article VIII is to be deleted. Since a portion of the old article is actually 


retained, however, as article IX, this note should be corrected to read: “1. Old 
Article VIII, as amended, is redesignated Article IX.” 

The first explanatory note to article XI states that the substance of old article 
X, paragraph 4, “has been incorporated in a new Article (Article VIII).” The 
correct reference is to article VII, and not all of the substance of article X, 
paragraph 4, has been retained. The note should read: “1. Amend the old Article 
X to delete Paragraphs 1 and 3, which are obsolete, and Paragraph 4, the sub- 
stance of which in part has been incorporated in a new Article (Article VII).”’ 

In addition to these corrections I believe it would also be desirable to make 
the references in article IV, paragraphs 2 and 5, to various sections of the Internal 
Revenue Code of the United States correspond to the renumbered sections 
embodying these same tax provisions in the revised Internal Revenue Code 
which is to go into effect on January 1, 1955. For “Sections 2396, 2327, or 2356" 
in paragraph 2 there should accordingly be substituted “Sections 4591, 4812, or 
4831”: and for “Section 2470” in paragraph 5 there should be substituted 
“Section 4513”. 
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I should appreciate an early reply from you giving your concurrence in these 
changes in order that the final act may be considered as amended accordingly. 
Sinerely yours, 
JAMES M. LANGLEY, 
Chairman, United States Delegation, 
Philippine Trade Negotiations. 


I take pleasure in informing you that my mission offers no objection to all the 
changes in the final act above indicated. In view hereof such act may, in accord- 
ance with your letter under acknowledgment and this reply, be considered 
amended accordingly. 

Sincerely yours, 
Jose P. LAuret, 
Chairman, Philippine Economic Mission to the United States. 


MEMORANDUM FROM THE UNITED STATES TARIFF COMMISION 


H. R. 6059, if enacted, would authorize the President of the United States, 
any time before January 1, 1956, to enter into an agreement with the President 
of the Republic of the Philippines for the purpose of revising and replacing 
the United States-Philippine agreement of July 4, 1946, as amended. That agree- 
ment, which was entered into pursuant to the provisions of the Philippine 
Trade Act of 1946 and is still in force deals principally with the trade and com- 
mercial relations between the 2 countries during the 28-year transitional period 
commencing with the institution of Philippine independence on July 4, 1946, 
and ending on July 3, 1974. Section 202 of H. R. 6059 sets forth the exact form 
and text of the revised agreement which the bill would authorize. Substantive 
changes in this text are prohibited by section 203 of the bill. 

Under the 1946 agreement, reciprocal free trade (subject to quota restrictions 
on a few United States imports of Philippine articles) continued between the two 
countries from July 4, 1946, through July 3, 1954. That 8-year period of free 
trade was intended to afford the Philippines an opportunity to repair wartime 
damage sufficiently to enable it to resume its program for building a national 
economy that, after an additional 20-year period, would no longer be dependent 
on preferential trade with the United States. Attainment of that objective was 
to be accomplished by the gradual elimination of preferential trade between the 
two countries. 

The 1946 agreement provided that during the period July 4, 1954, to Decem- 
ber 31, 1954, 5 percent of Philippine rates of duty applicable to imports of like 
goods from other countries should apply to imports of United States articles and 
5 percent of United States rates of duty applicable to imports of like products 
from the foreign country that is entitled to the lowest rates should apply to 
imports of most’ Philippine articles. The rates of duty applicable to imports 
of each country from the other in each calendar year thereafter were to be 
increased by an additional 5 percent of the duties applicable to imports of like 
goods from other sources; the cumulative totals would then reach 100 percent 
of the base rates on January 1, 1973, at which level they were to remain through 
July 3, 1974. United States imports of Philippine sugar, cordage, and rice were 
to be subject not only to the foregoing tariff provision but also to absolute 
quotas. United States imports of Philippine cigars, cigar filler and scrap 
tobacco, coconut oil, and pearl or shell buttons were to be subject both to declin- 
ing duty-free quotas (in lieu of progressive tariff duties) and to absolute quotas. 
Shipments in excess of the duty-free portions of the absolute quotas were to be 
dutiable at the rates applicable to like imports from Cuba. After July 3, 1974, 
unless otherwise provided by statute or treaty, the aforementioned absolute 
quotas were to be removed and the full United States duties (not the preferential 
rates to Cuba) were to apply to all dutiable imports from the Philippine Republic, 
and the full Philippine duty was to apply to all dutiable imports from the United 
States. 

Reciprocal free trade between the United States and the Philippines did not 
terminate on July 3, 1954, as provided by the United States-Philippine agreement 
of 1946. At the request of the Philippine Government, the United States enacted 
legislation (Public Law 477, approved July 5, 1954) which resulted in amend- 


1 The exceptions are specified below. 
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ments to the 1946 agreement under which the duty-free treatment of Philippine 
articles was extended for the 18-month period ending December 31, 1955, and the 
Philippine Government took corresponding action with respect to imports of 
United States articles. Public Law 477 did not provide for the elimination of 
any of the steps in the progressively decreasing duty-free-quota formulas con- 
tained in the 1946 agreement with respect to cigars, filler and scrap tobacco, 
coconut oil, and pearl or shell buttons. 

Under the 1946 agreement, as amended, the progressive elimination of trade 
preferences between the Philippines and the United States is to be reestablished 
on January 1, 1956. Each country is then to apply in the first calendar year 
15 percent of the lowest rates of duty it applies to like imports from any other 
country (with cumulative 5-percent increments thereafter), except that Philip- 
pine cigars, cigar filler and scrap tobacco, coconut oil, and pearl or shell buttons 
will continue to be subject to the declining duty-free quotas originally provided 
for. United States imports of these four articles from the Philippines are also 
to be subject to absolute import quotas. United States imports of Philippine 
sugar, cordage, and rice are to be subject not only to absolute quotas but also to 
the progressively increasing import duties. 

The most significant change in United States-Philippine trade relations that 
would occur if H. R. 6059 were enacted is that the schedule for increasing United 
States rates of duty on imports of most Philippine articles in the years imme- 
diately ahead would be sharply decelerated and in later years be sharply ac- 
celerated, as compared with the schedule provided in the 1946 agreement. The 
following tabulation compares the progress toward elimination of preferential 
tariff treatment between the United States and the Philippines under existing 
legislation and under H. R. 6059: 





| Share of duties that would apply— 
| 
| 


Under existing | 
legislation 


Under H. R. 6059 


Period To United | 
States imports 


of Philippine 
articles ' and 
to Philippine 


| States imports 


To United 
| of Philippine 


To Philippine 
imports of 
United States 





imports of articles ! articles 
United States | 
articles 
Percent Percent Percent 
ES I a ee a ee eee ee eee } 15 5 25 
iat bind hid da. depaddtdodidddndcdimets nian sini odenanieentale 20 5 25 
Peichintaccnbdiesnadss Guddranademmiododshhnedhadmmcentint | 25 5 25 
PE iid ain phinkigan piekatape dkhesen sakes akin aie ati 30 10 50 
tion acedtha icant Sea kudGssabehwthebtncdebnwee j 35 10 50 
Phe cna backed eo 5s Hae thas hav eihesaxtn chicas 40 10 50 
I a a a ae rian : 45 20 75 
Ooi net kad: Sie Geared eee est 4 50 20 75 
I ok Si le bibles ied antl adshhw Und dabtanerdimnarhiee . 55 20 75 
a Nas es beewenddoseedadenenentascws 1 atid titawiakeeen 60 40 90 
NN iesich- a WOU debtclaghtotide nde edsaangaeionen® anand 65 40 90 
EOD snse as Jaa téqusinanvdbseawecndubesarscebienheghasseee 70 | 40 90 
Bo sein contiewecsbeneceswucngetebsvceneconadananeinahes | 75 60 90 
DEES no nedinncels Pn ddadete dds A3eéehthsdheandns oti eaek 80 60 90 
6 8 in cnd dd aeeante dik choke aeesuns atch apamapeaiin vie 85 60 90 
ec ihas dio eb eUk eke onadedertmatcaamnoiaeeee 90 80 90 
ted h 6 cee athn ata cde dia <debtmiitowkhebiesaa 95 80 9 
ee ee eee ee Richtee ubetaneduden pie 100 80 90 


EE NE ss rid adie s 006 mennanestinanieangis 100 100 100 


1 The United States rates here referred to are the rates applicable to imports of like articles from the for- 
eign country that is entitled to the lowest rates.@On many articles Cuba is entitled to preferential tariff 
treatment by the United States, and on some articles imported from the Philippines the preferential rates 
applicable to like articles from Cuba are the rates to which the percentages shown above relate. 


As already indicated, under the 1946 agreement and existing legislation, 
elimination of tariff preferences is reciprocal and at a uniform rate of 5 percent 
of the full duty each year, commencing with 15 percent in 1956. Accordingly, 
55 percent of the tariff preferences accorded by both the United States and the 
Philippines would thus be eliminated by 1964, whereas under H. R. 6059 20 per- 
cent of the tariff preferences accorded by the United States on imports of 
Philippine articles and 75 percent of the tariff preferences accorded by the 
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Philippines on imports of United States articles would be eliminated by that 
year (1964). Under H. R. 6059, elimination of the final 80 percent of the tariff 
preferences accorded imports of Philippine articles into the United States would 
occur in the last 914 years of the transition period which is to end on July 3, 
1974. 

Under H. R. 6059, the schedule of declining duty-free quotas applicable to 
United States imports of Philippine cigars, cigar filler and scrap tobacco, coconut 
oil, and pearl or shell buttons follows the same pattern as the schedule of in- 
creases in United States duties applicable to other United States imports from 
the Philippines, i. e., the quantity of each of the aforementioned 4 categories of 
Philippine articles that is entitled to duty-free entry is reduced, not at the 
uniform rate of 5 percent of the base quantity each year as provided in the 1946 
agreement, but by the same progression as shown in the third column of the pre- 
ceding tabulation. The base quantities of these articles on which the annual 
quotas are calculated are the same in H. R. 6059 as in the 1946 agreement. The 
more liberal allocation of duty-free quotas under H. R. 6059 would be of no 
immediate significance except for pearl or shell buttons, the duty-free quota on 
which will almost certainly be filled. In recent years, imports of none of the 
other three categories of articles subject to declining duty-free quotas have 
amounted to more than a small part of the respective amounts entitled to duty- 
free entry. 

H. R. 6059 provides for a much more rapid elimination of tariff preferences 
accorded United States articles entering the Philippines than does the United 
States-Philippine agreement of 1946. This modification of itself, however, is 
of doubtful significance for United States export interests whose market in the 
Philippines is dependent upon preferential tariff treatment. The Philippine 
Government has announced its intention to revise its whole tariff very shortly. 
Until the revised rates are known, it will not be possible to appraise the effects 
which the H. R. 6059 schedule of tariff preferences for United States articles 
would be likely to have on the composition or level of Philippine imports from the 
United States. H. R. 6059 provides for no limitations on the authority of either 
the Philippines or the United States to revise its respective general tariffs.’ 

Under H. R. 6059, absolute quotas are eliminated on all imnorts from the 
Philippines except sugar * and cordage. All other Philippine articles which are 
subject to absolute quotas under the 1946 agreement except rice would become 
subject to “tariff quotas” and rice would cease to be subject to any quota under 
H. R. 6059. Shipments in excess of duty-free quotas (applicable to cigars, cigar 
filler and scrap tobacco, coconut oil, and pearl or shell buttons) would, irrespec- 
tive of amount, be dutiable at the rates applicable to like imports from the 
foreign country that is entitled to the lowest rates. 

Under the 1°46 agreement, only the United States was given specific authority 
to apply quantitative restrictions on imports not already subject to them under 
the agreement itself. The agreement, however, did not forbid the Philippines to 
apply such restrictions. As matters turned out, the United States did not 
impose any quota restrictions under that authority, but the Philippines anplied 
numerous quantitative restrictions on imports from the United States. Under 
H. R. 6059, the authority to apply such restrictions is made reciprocal, but quotas 
not already provided for my be established only if “as the result of preferential 
treatment * * * any article of the other country is being imported in such in- 
creased quantities and under such conditions as to cause or threaten serious 
injury to domestic producers of like or directly competitive articles” or if 
“the President of the country desiring to impose the quota finds that such action 
is necessary to forestall the imminent threat of, or to stop, a serious decline 
in its monetary reserves * * *.” Any such quota imposed for any 12-month 
period “for the purpose of protecting domestic industry shall not be less than 
the amount determined by the President of the importing country as the total 
amount of the articles of such class which, during the 12 months preceding 
entry into effect of the quota, was entered, or withdrawn from warehouse, for 
consumption, after deduction of the amount by which he finds domestic pro- 
duction can be increased during the 12-month period of the quota * * *.” 





*The Philippines could readily alter anv general rate of dutv with a view to making the 
rate applicable to United States articles the “effective rate.” The United States, however, 
neither cou'd pursue nor would be likely to be interested in pursuing a corresponding policy 
vis-a-vis imports from the Philippines. 

°H. R. 6059 provides that “the limitations on the amounts of Philippine raw and refined 
sugar that may be entered * * * shall be without prejudice to any increases which the 
Congress of the United States might allocate to the Philippines in the future.” 
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The foregoing limitations on Philippine authority to impose quota restrictions 
on imports of the United States articles, had they been in effect during the 
period when United States articles entered the Philippines free of duty, wonld 
have afforded United States exporters to the Philippines a substantial measure 
of protection which they did not have. It is doubtful, however, that the afore- 
mentioned limitations would be likely to afford similar protection under the 
conditions which will prevail commencing January 1, 1956, when United States 
articles for the first time become subject to Philippine tariff duties. With com- 
plete freedom to change tariffs, the Philippine Republic will seldom need to 
resort to import quotas to achieve any limitation that it desires on imports. 

The 1946 agreement forbids the Philippines to change the value of its cur- 
rency, or to impose controls on transfers of funds to the United States, without 
the express consent of the President of the United States. No corresponding pro- 
vision is contained in H. R. 6059. As a practical matter, the President of the 
United States was never in a position to deny the Philippine Government authority 
to institute any monetary changes it desired. Inasmuch as the Philippines is 
a member of the International Monetary Fund, the United States, under H. R. 
6059, would lose no control over Philippine monetary matters that it would 
actually be in a position to exercise under the 1946 agreement. 

H. R. 6059 does not contain any stipulation corresponding to the provision 
in the 1946 agreement that prohibits the imposition by either country of export 
taxes on products shipped to the other country. This prohibition actually applies 
only to the Philippines, since export taxes by the United States are forbidden 
under the Constitution. The Philippines has indicated that when it becomes 
free to apply export taxes, it intends to do so both to obtain revenue and to 
provide protection for various domestic industries. 

Under H. R. 6059, the United States would continue the undertaking con- 
tained in the 1946 agreement not to reduce, duringthe transitional period ending 
July 3, 1974, the preference of 2 cents per pound in the United States processing 
tax on coconut oil (sec. 4513 of the Internal Revenue Code of the United States) 
that is derived from Philippine copra. 

H. R. 6059 provides that commencing January 1, 1956, the Philippines shall 
impose a temporary special import tax in lieu of the 17-percent tax that it 
now collects on the sale of foreign exchange. This change would eliminate the 
present burden on imports of invisibles (services, remittance of earnings, 
gifts, ete.). The special import tax, which would apply to all imports irre- 
spective of source, would be in addition to regular import duties. The rate 
of the special tax initially would be no higher than the present rate of the 
foreign-exchange tax; the tax would be reduced, subject to several important 
reservations, in accordance with a somewhat involved schedule. Since H. R. 
6059 imposes ne restraints on Philippine authority to alter its general tariff 
at any time, no particular significance is to be attached to the conditions under 
which the Philippines could depart from the proposed schedule for progressively 
reducing, and finally eliminating, the special import tax. No provision of 
H. R. 6059 specifically prohibits the Philippines from reintroducing a foreign- 
exchange tax. 

The so-called parity provision (art. VII) of the 1946 agreement requires the 
Philippines to accord to United States citizens and United States business 
enterprises the same rights and privileges that it extends to Philippine nationals 
and Philippine business enterprises in the exploitation of natural resources 
and the operation of public utilities. No corresponding rights or privileges 
were granted to Philippine nationals and Philippine enterprises. H. R. 6059 
eontains a provision (art. VI) designed to mutualize the foregoing rights. 
Rights of United States citizens and business enterprises acquired under the 
1946 agreement would be continued under H. R. 6059 to the extent that the 
United States and individual States extend or grant similar rights and privileges 
to Philippine nationals and Philippine business enterprises. 

The 1946 agreement does not set forth clearly the rights of United States 
nationals to engage in business in the Philippines except in those fields covered 
by the above-described parity provision. H. R. 6059 (art. VII) provides that 
each country shall extend national treatment to the nationals of the other and 
to their business enterprises, subject, however, to reservations on account of 
provisions in the constitutions and laws of the various States of the United 
States. Any discrimination against Philippine interests on that account would 
authorize the Philippine Government to apply like limitations in the Philippines 
on the citizens or business enterprises owned or controlled by citizens of such 
States. 


63344—55 
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H. R. 6059 contains a provision (art. V) which requires the Philippines to 
enact legislation that would complement United States Public Law 419 of the 
83d Congress, the law designed to facilitate the reciprocal entry and residence 
of alien.traders. 

If the United States-Philippine agreement contemplated by H. R. 6059 should 
be consummated, it would enter into force on January 1, 1956, and remain in 
force until July 4. 1974, unless terminated earlier. The agreement could be 
terminated by either the United States or the Philippines at any time, upon 
not less than 5 years’ written notice. If the President of either country shonld 
determine and proclaim that the other country had nullified or impaired any 
right or obligation provided for in the agreement, however, then the agree- 
ment could be terminated upon not less than 6 months’ written notice. H. R. 
6059 also provides that not later than July 1, 1971, the two countries shall consult 
with each other concerning the joint problems that may arise as a result or in 
anticipation of the termination of the agreement. H. R. 6059 provides further 
that as long as the aforementioned agreement shall remain in effect the United 
States shall not enter into a trade agreement with the Philippines under section 
350, as amended, of the Tariff Act of 1930. 


DEPARTMENT OF STATE, 


Washington, May 12, 1955. 
Hon. Jere Cooper, 


Chairman, Committee on Ways and Means, 
House of Representatives. 


Dear Mr. Cooper: In further reply to Mr. Irwin’s letter of May 9 requesting 
the Department’s comment on H. R. 6059 with respect to revision of the trade 
agreement between the United States and the Philippines, I am pleased to inform 
you that the Department approves the legislation as introduced and urges its 
enactment. 

The views of the Department on the proposed revision of the Philippine trade 
agreement are fully set forth in the memorandum addressed by Secretary Dulles 
to the President on March 9, 1955, transmitted with the President’s letter of May 


5 to the Speaker of the House of Representatives, which is printed in House 
Document 155. 


Sincerely yours, 
THRUSTON B. Morton, 
Assistant Secretary. 


OFFICE OF THE ASSISTANT SECRETARY OF DEFENSE, 
LEGISLATIVE AND Pusiic AFFAIRS, 
Washington, D. C., May 16, 1955. 
Hon. JERE Cooper, 
Chairman, Committee on Ways and Means, 
House of Representatives. 

Dear Mr. CHAIRMAN: This is in response to your request, dated May 9, 1955, 
for the views of the Department of Defense on H. R. 6059, a bill to authorize 
the President of the United States to enter into an agreement with the President 
of the Republic of the Philippines to revise the 1946 trade agreement between 
the United Satets of America and the Republic of the Philippines. 

The Department of Defense strongly supports enactment of H. R. 6059, since 
it believes that the revision of the 1946 trade agreement, which would be provided 
by this proposal, will be mutually beneficial to the United States and the 
Philippines. 

We have been advised by the Department of State that the proposed revision 
is not intended, in any manner, to supersede or modify the Philippine Military 
Bases Agreement of 1947. The continuation of the Bases Agreement in full force 
and effect is particularly important to this Department, from the standpoint of 
exemptions therein contained from certain Philippine duties and taxes which, 
if removed, would substantially increase the cost of important operations of this 
Department in the Philippines. 

The Bureau of the Budget has advised that it has no objection to the submis- 
sion of this report. 

Sincerely vours, 
RicHarp A. BuppEKE, 
Director, Legislative Programs. 
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TREASURY DEPARTMENT, 
Washington, May 17, 1955. 
Hon. JERE Cooper, 
Chairman, Committee on Ways and Means, 
House of Representatives, Washington, D. C. 


My Dear Mr. CuHarrRMAN: This is in reply to the letter of your committee 
dated-May 9, 1955, requesting the views of the Treasury Department on H. R. 
6059, a bill to authorize the President of the United States to enter into an 
agreement with the President of the Republic of the Phillipines to revise the 
1946 trade agreement between the United States of America and the Republic 
of the Philippines. 

The proposed legislation would authorize the President to enter into the 
trade agreement negotiated with the Government of the Philippines, and would 
repeal the Philippine Trade Act of 1946 (except section 506 (a), relating to 
termination of payments into the Philippine Treasury). The Treasury Depart- 
ment supports the enactment of the proposed legislation. 

Attached is a memorandum analyzing the provisions of the proposed bill of 
principal interest to the Treasury Department, namely, those relating to United 
States internal revenue taxes, the administration of the United States customs 
duties and quotas, and the elimination of the requirement that any change in 
the exchange rate of the peso or any restriction on the transfer of dollars may 
be undertaken by the Philippine Government only with the consent of the Presi- 
dent of the United States. 

The Department has been advised by the Bureau of the Budget that there 
is no objection to the submission of this report to your committee. 

Very truly yours, 
M. B. Forsom, 
Acting Secretary of the Treasury. 


MEMORANDUM RE H. R. 6059, PHILIPPINE TRADE AGREEMENT REVISION Act oF 1955 
CUSTOMS 


Section 202 of the bill which states the terms of agreement which is proposed 
between the United States and the Philippines, relates to customs matters. 


Article I 


Paragraph 2, article I, of the proposed agreement would create a new, but 
more retarded, schedule for the disappearance of tariff preferences for Philippine 
articles imported into the United States. Under the current law, the rates of 
duty applicable to Philippine articles imported into the United States for the 
next 18 years beginning January 1, 1956, will average 60.3 percent of the lowest 
rates of duty applicable to merchandise imported from any other foreign country. 
The new schedule would reduce this average to 35.8 percent of said rates. 

Paragraphs 3, 4, and 6, article I, of the proposed agreement are the same as 
sections 203, 204, and 205 of the Philippine Trade Act of 1946, respectively, 
insofar as they relate to imports of Philippine products. 


Article II 


Paragraph 1, article II, of the proposed agreement is comparable to sections 
211 and 212 of the act of 1946 except that no method is provided for allocating 
be ee In such a situation, the quota is filled on a first-come first-served 

asis. 

Paragraph 2, article II, of the proposed agreement is to be compared with sec- 
tion 214 of the act of 1946. The absolute quotas on imports of cigars, scrap 
tobacco, filler tobacco, coconut oil, and buttons of pearl or shell would be repealed. 
The duty-free quotas on such items are presently diminishing at the rate of 
5 percent each year of the base quantities. The proposed new schedule would 
cause the duty-free quotas to revert back to the base quantities which would 
then be diminished at a slower rate than now provided for. In this regard, the 
quotas in the act of 1946 have never been filled. 

; The proposed new agreement would not impose a quota on rice as is presently 
imposed by section 213 of the act of 1948. 
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Article III 
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Article III of the proposed agreement should be compared with section 504 of 


the act of 1946. 
restrictions on imports. 


They relate to the permissive establishment of quantitative 
The major differences existing between the two provi- 


sions are summarized and compared below: 


Section 504, Philippine Trade Act of 
1946 


Quantitative limitation permitted 
only with respect to Philippine articles 
coming into the United States. 


President required to have investiga- 
tion made by United States Tariff Com- 
mission before he may establish a quota 


Article III of the proposed agreement 


Quantitative limitation permitted on 
reciprocal basis. Both Philippines and 
United States permitted to establish 
such limitations. 

President free to conduct investiga- 
tion by whatever means he will choose 
subject to the requirement below. 








on any Philippine article. 

United States Tariff Commission re- 
quired to give public notice and hold 
public hearing during course of its in- 
vestigation. A report of said investi- 
gation is to be made to the President 
and each House of the Congress. 


Each country shall give notice to the 
other eregarding any contemplated 
establishment of a quota. Opportunity 
to consult with one another shall be 
afforded. Thereafter, the President 
may make a finding and proclaim a 
quota. 


The United States has not availed itself of this authority. 
Protocol 


The terms of the “Protocol to Accompany the Agreement * * *” are sub- 
stantially the same as those contained in the Philippine Trade Act of 1946. One 
new provision of note has been added. It is the last sentence in paragraph 1 (e) 
which provides that a “United States article” shall not lose its status as such 
by reason of indirect shipment to the Philippines. 

The remainder of the bill, as it pertains to customs matters, is substantially 
the same. 

The Bureau of Customs of this Department anticipates no unusual adminis- 
trative difficulties should the bill be enacted. 


TAXATION 


The tax provisions of the bill are contained in article IV and are identical to 
the provisions of the Philippine Trade Act of 1946 except for deletion of the pro- 
hibition against imposition of an export tax by either country upon products 
which it exports to the other. 

Under the provisions in article IV of the bill, the United States would not dis- 
criminate against Philippine products, would not reduce the 2-cent preference 
in the processing tax on coconut oil, would exempt manila fiber from internal 
tax, and would exempt from internal tax, on a reciprocal basis, articles coming 
into the United States for official use of the Philippine Government, or any of 
its departments or agencies. The bill also retains the provision which leaves 
undistributed the internal tax on oleomargarine, adulterated butter and filled 
cheese under sections 4591, 4812, and 4831 of the Internal Revenue Code of 1954. 

The Treasury Department has no objection to the retention of these provisions 
or deletion of the provision against export taxes. 


ELIMINATION OF ARTICLE V OF 1946 AGREEMENT 


Article V of the Philippine-American Trade Agreement of 1946 provided that 
the Republic of the Philippines could not (1) change the value of the Philippine 
curreucy in relation to the United States dollar, (2) suspend the convertibility 
of pesos into dollars, or (3) impose restrictions on the transfer of funds from the 
Philippines to the United States except by agreement with the President of the 
United States. This provision was included because it was considered desirable 
to protect United States investors, who were being asked to rehabilitate their 
properties in the Philippines, by safeguarding them against the devaluation of 
the peso. The Philippine Government has always looked upon this article as 
inconsistent with its status as an independent nation. However, the require- 
ments of the article have been followed and the Philippine Government has shown 
restraint in the management of the peso. 
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The Republic of the Philippines is a charter member of the International Mone- 
tary Fund and as such has an obligation not to propose changes in the par value 
of its currency except to correct fundamental disequilibria in its foreign ex- 
change situation. Changes in par value may be made only in consultation with 
the fund, and, in cases where such changes affect the international transactions 
of the member country, only with the fund’s approval. 

The sentiment of American business, as ascertained in the public hearings 
which were held and in the briefs which were submitted to the United States 
delegation, indicated a general willingness to see this article deleted and no strong 
objection thereto from any business quarter. Business organizations concerned 
with Philippine trade have, in fact, stated that it is inconsistent with Philippine 
sovereignty and have recommended that it be eliminated from the agreement. 

The Crarrman. Mr. Jenkins is recognized. 

Mr. Jenkins. Mr. Chairman, the historic friendship between the 
people of the United States and of the Philippine Republic is a power- 
ful influence for peace and stability in the world of today. The Phil- 
ippine Republic has assumed a position of leadership in the Far East 
as spokesman for the free and democratic world. 

This legislation strengthens the ties between our two countries and, 
for this reason alone, is of great importance. 

Tn the last Congress Representative Reed of New York introduced 
legislation to extend the life of the Philippine Trade Act. That ex- 
tension made possible the negotiations betwen our two countries 
which have culminated in the agreement proposed in this bill. 

Mr. Drxceit. Mr. Chairman. 

The Cuarmman. Mr. Dingell of Michigan is recognized. 

Mr. Drxceti. Mr. Chairman and members of the Committee on 
Ways and Means, you are for the most part familiar with my very 
real interest in the welfare of the peoples of the Philippine Republic 
and my interest in perpetuating the close bonds of friendship tliat 
exists between our two great countries. 

It was my privilege to serve as chairman of the subcommitttee 
which first gave consideration to the subject of Philippine trade at 
the time the Philippines were granted their independence. Since that 
time, I have endeavored to create an ever-increasing flow of goods be- 
tween the United States and the Philippines. 

During the present Congress, I have pending before the Committee 
on Ways and Means a bill, H. R. 2579, which has as its purpose the 
repeal of the 3-cent-per-pound processing tax on coconut oil. IT have 
introduced this eacasies in an effort to benefit the American indus- 
try, labor, and consumer as well as lend assistance to our Philippine 
ally. At the appropriate time, it will be my purpose to ask committee 
consideration of this meritorious legislation. 

I have recently received a communication from my esteemed friend 
and distinguished soldier and statesman, the Honorable Carlos P. 
Romulo, Special Envoy of the President of the Republic of the Philip- 
pines. I ask, Mr. Chairman, that I may insert at this point in the 
record General Romulo’s letter to me and that following that letter 
I may have permission to file my reply to General Romulo as soon as 
I have written it. 

The CHatrmMan. Without objection, it is so ordered. 
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(Phe letters referred to follow :) 


EMBASSY OF THE PHILIPPINES, 
Washington, May 12, 1955. 
Hon. JoHN D. DINGELL, 
House of Representatives, Washington, D. C. 


My Dear CoNnGRESSMAN DINGELL: Pursuant to the request of President Mag- 
saysay to the United States Government soon after he assumed office in 1954, 
the free-trade period provided for in the 1946 Philippine trade agreement was 
extended 18 months and the United States assented to negotiations for revisions 
in the agreement. These negotiations have been completed and the delegations 
of the two countries have recommended to their Governments extensive altera- 
tions in the trade agreement. To become effective, the revisions must first be 
ratified by the Congresses of both Governments. The Philippine Congress has 
already ratified them. Such revisions are now in your committee, embodied in 
H. R. 6059, and hearings will start on Monday, May 16. 

The new agreement eliminates residual controls over the Philippine economy 
retained in the 1946 agreement. It preserves and increases United States trade 
concessions designed to aid the Philippine economy during an 184-year period 
of transition from mutual free trade to normal international trade relationships 
between the 2 countries, and it leaves the Philippines fully responsible, as we 
were not under the 1946 agreement, for the management of our own political, 
social, and economic affairs. 

I am writing this letter to you because the revisions, if ratified by you, will 
assist the Philippines in accelerating efforts to create a better balanced economy, 
both as to increase in domestic production, with greater national self-sufficiency, 
and as to international trade and relationships. I am appealing to you, in be- 
half of President Magsaysay, to give us your support because this new measure 
carries out in a forceful way the new United States policy of assisting in the 
development of free nations through more trade than aid. 

With the assurance of my high regard and esteem, I am, 

Sincerely yours, 
CaRLOs P. Romvuto. 


May 25, 1955. 
Hon. Carios P. ROMULO, 
Special Envoy of the President of the Republic of the Philippines, 
Philippine Embassy, Washington 7, D. C. 

My Dear GENERAL ROMULO: You may rest assured of my attitude and actions 
when it comes to extending a helpful hand in the promotion of friendship and 
trade between the Philippine people and those of my own beloved country. 

You are aware, I am certain, that mine was the first move to promote Filipino- 
American trade and relations when, in 1946, I introduced the first bill of its 
kind to extend beneficial tariff status to the Philippines. You know, too, I am 
positive, that the Philippine Congress unanimously approved my bill but that the 
Congress of the United States decided to act upon the so-called Bell bill, which 
under my chairmanship of the subcommittee of the Committee on Ways and 
Means I was privileged to completely rewrite and liberalize as much as possible 
in the face of powerful and concerted opposition. 

You know, too, that the tie-in of the Philippine peso to the American dollar 
in the money market on the ratio basis of 2 pesos to the American dollar was 
my own brainchild and was intended to strengthen, stabilize, and secure the 
currency system of the new Republic of the Philippines during a most difficult 
and treacherous period of history. How well it has served the purpose of 
stability, and now inflation, you would know even better than I. 

Now that it has seemingly served its purpose and run its course to the point 
where your Government desires to and has initiated the elimination of the 
arrangement, I shall bow to the will of your Government and the people. 

The House report in connection with the original Philippine trade bill might 
properly and customarily have borne my name, but out of deference to the late 
and beloved chairman, Robert L. Doughton, it bore his name instead. 

With best wishes, I subscribe myself, 

Cordially and sincerely yours, 
JOHN D, DINGELL. 
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The Cuarrman. The first witness appearing on the calendar this 
morning is the Honorable William J. Sebald, Deputy Assistant Sec- 
retary of State for the Far East. 

Come forward, please. You may have with you such associates as 
you desire. 

Would you please give your name, the position you occupy, your 
address, and the capacity in which you appear for the record, and 
please also give the name of your associates who are with you. 


STATEMENT OF HON. WILLIAM J. SEBALD, ACTING ASSISTANT 
SECRETARY OF STATE FOR FAR EASTERN AFFAIRS, UNITED 
STATES DEPARTMENT OF STATE, ACCOMPANIED BY HON. JAMES 
M. LANGLEY, CHAIRMAN, UNITED STATES DELEGATION FOR 
PHILIPPINE TRADE NEGOTIATIONS, AND HON. DANIEL M. BRAD- 
DOCK, DEPUTY CHAIRMAN, UNITED STATES DELEGATION FOR 
PHILIPPINE TRADE NEGOTIATIONS, UNITED STATES DEPART- 
MENT OF STATE 


Mr. Sepatp. Mr. Chairman, my name is William J. Sebald, Acting 
Assistant Secretary of State for the Far Eastern Affairs. My address 
is care of the Department of State, Washington, D. C. 

I am accompanied by Mr. James M. Langley, who is Chairman of 
the United States Delegation for the Philippine Trade Negotiations, 
and Mr. Daniel M. Braddock, Deputy Chairman of the delegation. 

The Cuarrman. You may proceed, Mr. Sebald. 

Mr. Sesarp. Mr. Chairman, until 1946, the United States had never 
had the experience of granting independence to a part of its territory. 
There were no precedents to indicate exactly how the problems of the 
new relationship which was to exist between the United States and the 
Philippines might best be met. In this situation, the Congress of the 
United States devised the Philippine Trade Act of 1946. 

The act established the specific terms of an executive agreement 
subsequently entered into between the two nations and entitled “A gree- 
ment Between the United States of America and the Republic of the 
Philippines Concerning Trade and Related Matters During a Transi- 
tion Period Following the Institution of Philippine Independence.” 

During the 9 years of operation of this agreement, problems have 
arisen on both sides suggesting the need for some revisions to be made 
in it. 

The United States Government has been aware that for some time 
the Filipinos have felt dissatisfied with this agreement and believed 
that it had operated in some ways to the economic disadvantage of 
the Philippines, and that it contained provisions which were not com- 
patible with complete Philippine sovereignty. While the dissatisfac- 
tion has never reached the proportions of a serious rift in the particu- 
larly close and friendly relations which existed between the two 
countries, there was never a definite certainty that it might not do so. 

In considering this situation, the United States Government was 
also keenly aware of the importance to the United States and the rest 
of the free world of a Philippine Republic which would become an 
increasingly strong and independent bulwark of democracy in the 
Far East. 
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This awareness has been demonstrated, in part, by the security 
arrangements entered into between the Philippine Republic and the 
United States, first, bilaterally, in 1951, then as partners in the multi- 
lateral Manila Pact signed at Manila in September 1954. 

These arrangements, of course, underscore the traditional friend- 
ship and close relationships existing between the Philippine Republic 
and ourselves. 

When the President of the Philippines in the latter part of 1953 
requested the United States to enter into discussions with the Philip- 
pine Government with a view to revising the agreement, President 
Eisenhower replied that the United States Government would do-so if 
specific proposals to be put forth by the Philippines indicated that a 
basis for negotiations existed. 

Subsequently, the Congresses of the two countries extended for 18 
months, or until the end of 1955, the continued period of free trade 
provided for in the agreement in order to permit time for the negotia- 
tions to which the President had assented. 

The negotiations occurred in the latter part of 1954, the final act 
being signed on December 15, 1955, in Washington. Of each step of 
these developments this committee was kept informed. 

House bill 6059 would amend the Philippine Trade Act of 1946 to 
permit an executive agreement containing the negotiated revisions. 
If adopted, it would constitute approval of the terms of the negotia- 
tions by both branches of the Congress. The Philippine Congress 
has already voted its approval of the proposed revision. 

The negotiated revision does not change the length of the transi- 
tional period from free trade to application of full tariffs by each 
country to products of the other country. The revision does not elim- 
inate the prohibition in the 1946 act against negotiations under the 
Reciprocal Trade Agreements Act during this transitional relation- 
ship which extends through July 3, 1974. The agreement would 
remain a strictly bilateral arrangement. 

However, because nearly 9 years of experience under the 1946 agree- 
ment have demonstrated a degree of Philippine competence in han- 
dling their political and economic problems which it had been feared in 
1946 they might not so soon attain, and because world conditions, 
especially in the Far East, are today quite different than had been con- 
templated at the close of World War II, numerous amendments to 
the 1946 agreement have been recommended jointly to their govern- 
ments by the negotiating teams. 

In general, the revisions are designed : 

1. To continue to preserve United States markets for major Philip- 
pine products, especially during the earlier part of the transitional 
period, while encouraging an accelerated Philippine industrial de- 
velopment to help reduce serious unemployment and maintain a 
Philippine market for United States products, and 

2. To give the Philippine Government more freedom of action, as 
well as responsibility, in taking steps to encourage increases in the 
total Philippine annual product and a better balanced economy, while 
incidentally removing from the 1946 agreement provisions which 
could be regarded by the Filipinos as encroachments upon their sover- 
eignty, and by others, no matter how unreasonably, as vestiges of 
colonialism. 
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Some of the provisions of the 1946 agreement have not proved ef- 
fectual in practice. 

The peso was tied to the dollar at 2 to 1, theoretically, but insuf- 
ficient Philippine governmental revenues, partly because of low tariff 
receipts with two-thirds of its imports coming in duty free from the 
United States, forced the imposition of an exchange tax of 17 percent, 
creating a second rate of exchange of 2.34 to 1, and a pocoeeane 
amount of devaluation. As an underdeveloped country, the Philip- 
pines, like all such countries, is more dependent upon tariff revenues 
for support of its Government than are more industrialized nations. 

Article ITI of the 1946 agreement, which on its face was a safeguard 
to United States exports and imports, has been in practice quite the 
contrary. It is the section providing for imposition of discriminatory 
quantitative restrictions by the United States. This reservaton we 
have never exercised, but because there was no explicit prohibition in 
the agreement gainst any import restrictions imposed by the Philip- 
pines, that nation has at will imposed a great many, some of them 
complete, bans against American products and some of them bans 
against Philippine exports. 

Another provision of the 1946 agreement which has never been used 
because the cure prescribed was more deadly than the diseases it might 
seek to remedy was the antidiscriminatory paragraph 4 of article X. 
This particular reservation of a right by the United States provided 
an undefined and, therefore, unknown degree of protection to United 
States nationals engaged in business activities other than development 
of national resources and operation of public utilities in the Philip- 
pines, and so introduced an uncertain element into such ventures. 

The revision of the 1946 agreement has sought more effective meth- 
ods of dealing with these and other matters affecting the joint welfare 
of the two nations. The recommended solutions resulted from a final 
meeting of many minds, both within the participating groups of either 
nation, and between the two groups. 

The Philippine economic mission came to this country with hopes 
of obtaining considerable concessions which it did not obtain in the 
revision of the 1946 agreement. 

Instead, it returned to Manila with an appreciation of problems 
which confront the United States it had not previously possessed. 
Only because of this appreciation, gradually acquired through a period 
of 3 months in Washington, was a stalemate in the negotiations 
avoided and final agreement achieved. 

Even though the revised agreement has not yet been approved and 
though it will not become effective until 1956, if approved, there are 
indications that the friendly and cooperative ties between the two 
nations have been enhanced as a result of the negotiations. The Phil- 
ippine Government is revising its economic planning and develop- 
met program. It is attempting to make foreign investments more 
attractive. In recent months it has repeatedly taken a stand with the 
United States in establishment and support of American policies in 
the Far East from further Communist encroachments. 

The bill before you contains in title IT, the text of the agreement 
as negotiated. I wish to invite the attention of the committee, as 
concisely as possible, to the changes which the revision would effect 
in the 1946 agreement. I shall leave to the representatives of the 
Departments of Commerce and Agriculture a fuller discussion of the 
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more important changes affecting the trade and agriculture of the 
United States. 

Changes envisaged by the eee revision in article I are: _ 

(1) A less rapid imposition of United States duties on Philippine 
products; (2) an acceleration of the application of Philippine duties 
to United States articles; (3) an orderly arrangement for long-sought 
ways and means of elimination of the Philippine exchange tax and 
the dual rate of exchange it creates; and (4) an incentive to invest- 
ment of foreign capital in the Philippines by removal of the exchange 
tax upon the transfer of invisibles. 

The chief reason behind the changes in tariff preferences in article 
I is to give the Philippine industrial economy room within which: 
to develop behind normal tariff protection, while not imperiling in the 
meantime the market in the United States for Philippine agricultural 
products, on the continuation of which the financing of the industrial 
development must primarily depend. Relief from the onerous ex- 
change tax will go a long way toward compensating American exports 
for the less privileged treatment they would enjoy in the Philippines 
during the remaining life of the agreement. 

Changes in article II are: 

(1) Elimination of United States absolute quotas upon imports of 
Philippine rice, tobacco, cigars, coconut oil, and buttons of pearl or 
shell; (2) slower disappearance of the duty-free tariff quotas on to- 
bacco, cigars, coconut al, and buttons; (3) removal of any impediment 
in the 1946 agreement to the increase of the Philippine sugar quota in. 
the United States, at the discretion of the Congress; (4) removal of 
the provisions specifying how the United States quotas on Philippine 
niadaaha are to be allocated among Philippine producers. 

The changes proposed in the quota provisions are designed to elim- 
inate unnecessary ceilings on certain United States imports from the 
Philippines while providing them with tariff advantages comparable 
to those proposed for Philippine articles in general under article L 
The provisions of the 1946 agreement which specify how United States 
quotas on Philippine products must be allocated among Philippine 
producers have now served their purpose of facilitating the rehabili- 
tation of these war-ravaged industries, and their further continuation 
is a purposeless limitation on Philippine sovereignty and a barrier 
to normal development. 

Other changes in the revision include: 

Reciprocal provisions for the imposition of quantitative restrictions 
to protect monetary reserves or domestic industries, in article III. 

Elimination of the requirement that any change in the exchange 
rate of the peso or any restriction on the transfer of dollars may be 
undertaken by the Philippine Government only with the consent of 
the President of the United States. 

A promise by the Philippines to enact and implement legislation 
to enter into an agreement with the United States for the reciprocal 
entry of traders, in article V. 

Mutualization of national treatment in the development of natural 
resources and the operation of public utilities, in article VI. 

Granting of reciprocal national treatment in all other business 
activities, in article VII. 

Mutual national security exceptions, in article VIII. 
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Provision for consultation at least 3 years before expiration of the 
agreement to consider problems anticipated in connection with its 
termination, in article X. 

Clarification of the definition of United States and Philippine 
articles for preferential tariff purposes to include articles of each 
country imported via third countries. 

Under all the circumstances which had to be considered in the nego- 
tiations, it is our belief that these changes, together with what is left 
unchanged in the 1946 agreement, constitute a reasonable, constructive, 
and correlated arrangement of the international matters involved. I 
urge approval of the revision. 

The CuHatrMaAn. Does that complete your statement, Mr. Sebald? 

Mr. Sesaup. Yes; it does, Mr. Chairman. 

The Cuarrman. We appreciate your appearance and the infor- 
mation given the committee. Are there any questions? 

Mr. Mis. Mr. Chairman. 

The Cuarrman. Mr. Mills, of Arkansas, will inquire. 

Mr. Miuts. Mr. Sebald, as I understand, this agreement will take 
place, in toto, of the 1946 agreement. The 1946 agreement will be 
ineffective when this agreement is finally enacted by the Congress 
and signed by the Presidents of the two countries ? 

Mr. Sepatp. That is correct, sir. 

Mr. Mus. I have had an opportunity over the weekend to devote 
a little time to the proposed agreement. What additional concessions, 
Mr. Sebald, will we obtain under this new agreement ? 

Mr. Sesap. Do we get? 

Mr. Mirus. Yes. Those which were not in the 1946 agreement. 

Mr. Sepaxp. I should like to ask Mr. Langley, who negotiated the 
provisions, to answer that question, with your approval, Mr. Chairman. 

The Cuairman. Go ahead, Mr. Langley. 

ae LaNGLey. I apologize for my voice, Mr. Chairman, but I have 
a cold. 

The first concession, I think, is in article I, where we provide for 
the elimination of the exchange tax. As was contemplated in the 
1946 agreement, the peso was to be tied to the dollar at2tol. It was 
not long, however, before the Filipinos had to ask, under article V, 
that our President assent to the imposition of the exchange tax of 
17 percent. That tax is applied across the board, with some exemp- 
tions, but invisibles have not been exempted generally. It is applied 
to the transfer of profits from American investments back to this 
country, repatriation of American capital, and with a few exemp- 
tions on imports into the Philippines. 

Mr. Mi1s. Would it bother you if I interrupted you at that point? 

Mr. Lanatey. Not a bit. 

Mr. Miits. Actually, the agreement provides for the gradual elim- 
ination of this exchange tax over a period of time; does it not? 

Mr. Lanetery. Over a period of some 10 years, during which the 
preferences which we now enjoy there gradually disappear. 

Mr. Mitts. Does the Philippine Government bind itself not to re- 
enact this or some comparable tax at the end of that period? 

Mr. Lanatey. The way the revised agreement was written, I do not 
believe they could during the life of this agreement. 

Mr. Miuus. At the end of the agreement ? 
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Mr. Lanerey. At the end of the agreement they might. That 
would be after July 3, 1974. 

Mr. Mus. Are you certain that the Philippine Government. could 
not reenact the exchange tax or some comparable tax during the period 
of the agreement ? 

Mr. Lanauey. I believe we have written this so they could not. 

Mr. Mirus. I had that one question in mind because I failed to see 
anything in the agreement that committed the Philippine Government 
not to pursue such a course of action. 

Mr. Lanetey. I think that is implicit in the way that provision in 
article I is written, That is paragraph 7, starting on page 7 of the 
act. 

Mr. Mitts. Paragraph 7 on page 7? 

Mr. Lanotey. Yes. It says that the Philippines shall impose a 
special import tax, a temporary import tax, in lieu of the present tax, 
and then, as you get down to the subsequent table of rates for that tax, 
it reads, “On and after January 1, 1966, nil—”, which we believe means 
that they are committed to the remaining life of the agreement not 
to impose an exchange tax. That is at the bottom of page 8, sir. 

Mr. Miuts. That is certainly the intention of the negotiators? 

Mr. Lanoiey. That is the intention, that is right. 

Mr. Minis. Now you may proceed. That is one thing we have 
obtained in the agreement. What is another one? 

Mr. Laneatey. In article III, I believe we have made some progress, 
although not as much as we hoped we could. In this article we had 
to be conscious, because it is a reciprocal arrangement, of things on 
our side to which we did not wish to commit our Government. ‘The 
old article IIT provided that our country could impose discriminatory 
quantitative restrictions upon Philippine goods, discriminatory used 
in the sense that they could be applied to products from the Philip- 
pines, but not to the same products from other countries from which 
we imported. It also provided that in putting those restrictions on 
we could not put them on at a less amount than the amount we im- 
ported in the prior 12 months, so that in effect what it did was to 
protect any market which Philippine goods had in this country, to 
preserve that market. It might have prevented its increase. Actually, 
we have never used that reservation. 

On the other side, as Mr. Sebald pointed out, there was no pro- 
hibition against restrictions of any character, discriminatory or other- 
wise, being imposed by the Philippines on our products. In prac- 
tice, they have imposed quite a few restrictions. If you wish, I will 
call your attention to a few of them. 

They have done it primarily through denial of exchange by the 
central bank. Here are some of the items that they have completely 
banned from American goods: Slide fasteners, cotton weaving 

arns 
i The Cuamman. Can you speak a little more distinctly? We are 
having difficulty hearing you. 

Mr. Lanetey. I am sorry. Some weaving yarns, cotton weaving 
yarns, incandescent bulbs and fluorescent tubes of some types, gray 
cloth, sheepskin lining and splits, tomato catsup. In 1954, last year, 
while these negotiations were going on, they put bans on elementary 
textbooks and readers, most toys and games, TV receivers and parts, 
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cornstarch, sulphuric acid, unbleached cotton fabrics, and auto 
batteries. 

Mr. Minus. Mr. Langley, do I understand that those restrictions 
you have described are against American goods, or are they restric- 
tions against goods of that type coming from any and all countries? 

Mr. Lanatey. I think in most instances they apply to all countries. 
That is, they are nondiscriminatory, technically. But because a larger 
part of the Philippire imports come from our country, in that sense 
they tend to be discriminatory. 

Mr. Muus. Do the Philippines in this agreement commit them- 
selves not to impose such restrictions, if they are not discriminatory / 

Mr. Lanerey. As we understand the article III as negotiated, 
neither side commits itself not to impose nondiscriminatory bans or 
quotas. But we do commit ourselves not to impose discriminatory 
quotas. 

Mr. Mitts. My point is this, Mr. Langley. As I understand what 
the Philippine Government has done since 1946 is to impose a ban upon 
these sathetbn that you enumerated, whether they come from the United 
States or any country, so that we could not contend that our goods, of 
the type described by you, have been discriminated against since simi- 
lar bans were placed against the goods of other countries. They could 
continue to do that under this agreement, can they not? 

Mr. Lanotey. We believe they can, the way this is written. On the 
other hand, we did not feel that under our commitments to other 
nations we could go further in this agreement, because we agree on 
our side as well as theirs. 

Mr. Mus. But, actually, in article III, we have not received any 
material benefit to facilitate the export of goods to the Philippines, 
have we? 

Mr. Lane.ey. We have, in that we get rid of the provision which 

yas in the old agreement as to if we do put a ban on the prior year’s 
levels of imports, we also have the right if the ban happens to be dis- 
advantages in this arrangement on the United States side is con- 
sultation. There also is a provision in here for consultation which 
we didn’t have in the original agreement. 

Mr. Mitxs. Will you proceed with the next point you wanted to 
make? 

Mr. Lanetry. I think the other point in which there are real 
advantages in this arrangement on the United States side are con- 
tained in article VII. 

Mr. Mirzs. That is on page 21 of the bill? 

Mr. Lanotry. Yes, sir. That article takes the place of the simple 
provision in the original agreement which reserved the right of the 
United States as to a course of action in case of any discriminatory 
act by the Philippines under that agreement. What might be con- 
sidered discriminatory was not defined. The penalty, if we imposed 
it, was to lose our agreement. It was a severe penalty under the 
agreement. 

Mr. Miutis. Pardon me a moment. 
you exactly. Would you repeat that? 

Mr. Lanatey. In other words, if we found that there had been 
discrimination, in order to get redress for that discrimination, the pro- 
vision was that we terminate the agreement in whole or in part. In 
other words, we would lose everything else we might have in that 


I do not know that I followed 








42 PHILIPPINE TRADE AGREEMENT REVISION ACT OF 1955 


agreement. In the revision, we have provided for a reciprocal article’ 
as to other business activities. These are business activities not cov- 
ered by the so-called parity section, which is the prior article in this 
revision, and which is covered by an amendment, an ordinance, con- 
tained in the Philippine constitution on parity. Parity covers the 
development of natural resources, and the operation of public utilities 
only. This article VII applies to all other business activities. There 
are a great many Americans in the Philippines engaged in these other 
activities, and considerable American money invested in these other 
activities. Those people were uneasy with the original agreement. 
They were not sure of what their status was, under the 1946 agreement. 
By this article, we have protected whatever rights they have been per- 
mitted to exercise up to this point, and from here on have assured 
national treatment for them. 

The only exceptions to that are the reservations we had to make 
for the sovereignty of our States. You will notice that there are 
that type of exceptions. Ifan American operating in the Philippines 
in other business activities is the citizen of a State in this country 
which subsequently imposes some new restrictions upon a Philippine 
citizen, a like restriction may be imposed upon him in the Philippines. 
In essence, that means that if the State of New York should pass a 
law which forbids a Filipino to operate pool parlors in New York 
State, the Philippines could forbid a citizen of New York in the 
Philippines from operating pool parlors. 

So we feel there has been a real advantage to our nationals in the 
Philippines under this article VII, and we have, I think, some 40,000 
Americans over there. A portion of those citizens will not be affected 
by this reservaion of State rights under this, because they are United 
States citizens but not citizens of any State. They were born or 
naturalized outside of the United States. There are quite a number 
of those in the Philippines. 

Mr. Mitts. That is a material point, then, to many American na- 
tionals in the Philippines ? 

Mr. Laneoiey. It means a great deal, we believe, and it is a thing 
which they had encouraged Tema the American Chamber of Com- 
merce in the Philippines. 

Mr. Mus. As a matter of fact, there has been no such discrimi- 
nation since 1946 against these individuals, has there ? 

Mr. Lancer. There may have been isolated instances, possibly, but 
no general discrimination. A year or so ago, however, the Philippines 
passed a retail merchants nationalization law. There was a question 
as to whether that did or did not apply. Finally, on a ruling by some 
authority within the Government, not the Supreme Court, it was 
ruled that it did not apply to American citizens, that is, United States 
citizens. But that ruling was made at the time these negotiations 
were in process, and possibly the ruling had that in mind, too. 

Mr. Mitts. That is three concessions so far enumerated that we have 
obtained. What other concessions are there? 

Mr. Laneuey. There is another one which is, I think, article V 
in the present agreement. 

Mr. Mitus. That is on page 18. 

Mr. Lanciey. This Congress enacted the law specified in that 
section there to provide for the entry of United States and Philippine 
traders in either direction, ak that in your last session. The 
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Filipinos had not, at the time of these ee implemented the 
action taken by this Congress. We got them to promise to do that. 
Our latest information is that such an act has now passed their 
senate. We do not know whether it has passed the house yet. Their 
Congress is in the final days of its regular session. If they do enact 
that, then this article can disappear from the revised agreement. But 
if they do not pass it, until they have passed it, there will be no 
revised agreement. 

Mr. Mitts. Do you mean this agreement will not go into effect at all 
until that action is taken by their legislature? 

Mr. Lanetey. Until they have taken that action to implement the 
action of our own Congress. You see, all the individuals who were 
involved, both ways, for some time now, have had an uncertain status. 
Neither country has pressed the point or been nasty about those indi- 
viduals, but, nevertheless, those individuals have no standing in the 
international arrangement. This is required to correct that. 

Mr. Mitts. What other concessions, now, have been attained ? 

Mr. Lanatry. I think the other and perhaps the largest benefit of 
all from this negotiation and the revision is the overall benefit, both 
politically and economically. The Filipinos have had a lot of troubles 
and have done a vennnaleas job in 9 years in restoring themselves 
from the situation in which they found themselves when we gave 
them independence at the end of the war, but they still have a great 
many difficulties. They had worked themselves into a frame of mind 
in which they were inclined to blame the 1946 trade agreement for 
many of their ills, rightly or wrongly. They came here with rather 
heavy demands for revision of this. As a result of the negotiations, 
we did create, I am sure, a much better attitude on the part of those 
who came. That delegation was a large delegation and included 6 
of their 24 senators, and 6 members of their House of Representatives. 
It also included the governor of their central bank. There were also 
included prominent men in the Philippine business activity. 

The attitude, for example, on foreign investment over there is ob- 
viously improved, both by the terms of the agreement, and also because 
of general attitudes. The type of legislation introduced in their pres- 
ent session of Congress indicates those changes, a lessening of resort to 
nationalistic-type laws which they were inclined to have in the period 
just prior to the negotiations; an attempt to create better legislation 
which would help to promote the development of their country, eco- 
nomically. 

I think those overall benefits are quite real. 

Mr. Mirius. Mr. Langley, let us look on the other side now at the con- 
cessions that we are granting in this new agreement compared to the 
concessions we granted in the 1946 agreement. 

Mr. Lanetey. In article I there is a slight acceleration in the rate 
at which we lose our preferences from the Philippines. That, of 
course, is an advantage to the Philippines. It will give them somewhat 
more revenues than they would have obtained under the progressive 
arrangement. 

Mr. Miris. That is where we step up, in this agreement, the tariff, 
or whatever it may be, in the Philippines on our own goods during the 
lifetime of the agreement ? 

Mr. Lanetry. That is right. 
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Mr. Miuus. And at the same time, we decelerate the schedule of duty 
increases applicable to imports of Philippine goods into the United 
States. 

Mr. Laneoiey. That is correct. Some of those benefits which may 
seem there to be primarily Philippine benefits; for instance, the de- 
celeration of the tariffs they pay here, do have an American angle, 
too, because three of the industries which will suffer most quickly as 
the loss of Philippine preferences here occurs are industries in which 
this country has a considerable investment. The pineapple and pine- 
apple-juice industry, for example, employs some 2,000 people, and is 
entirely an American capitalized industry. Any imposition of tariff 
will shorten or probably destroy that particular industry insofar as 
exports to this country are concerned, and all of that product today 
comes to this country. 

Another industry which these terms help, and in which the capital is 
all American, is the so-called embroidery industry. Embroidery 
there is a hand-type thing. As soon as those products start paying 
un American tariff, even in small part, that business will disappear 
from the Philippiness and will go elsewhere, to Japan or some other 
place, Puerto Rico, probably, and it will be lost. Today, it provides 
employment for scores of thousands, part-time employment for scores 
of thousands, of Philippine women, and helps them piece out their 
economy. Those women are mostly women who live on the land, 
farmers’ wives. All the capital there, however, is American capital. 
All of that stuff goes from our country there and then comes Sieh, 
with the handwork being done there. And then, desiccated coconut 
is another product which will suffer the same way. Desiccated coconut 
will feel the impact of even a part of the tariff, or a partial tariff. 

One of our larger candy manufacturers has a very considerable in- 
vestment in that particular field. So interwoven in there, there are 
some benefits, possibly, for certain American interests as well as 
benefits for the Filipinos. 

Mr. Mus. Mr. Langley, I was a little amazed, when I read the 
details of article I, to find that we were getting ourselves in the position 
of agreeing to a rate of preference diminishing at a more rapid pace 
on goods from the United States to the Philippines, and at the same 
time agreeing to the preference in the 1946 agreement on Philippine 
goods coming to the United States being diminished at a slower rate. 
For example, during the period of 1956 to 1958, under the agreement, 
we enjoy 5 percent preference on goods we ship to the Philippines, 
whereas the Philippine goods shipped to the United States enjoy a 
preference during the same period, 1956 to 1958, of 95 percent. As we 
go on up, we find, in 1962 to 1964 we enjoy a preference of only 25 
percent on shipments to the Philippines, whereas during the same 
period of time, Philippine goods to the United States enjoys a prefer- 
ence of 80 percent. 

Mr. Lane.ey. But during that period, we progressively get rid of 
the 17 percent exchange tax. 

Mr. Mitus. I wonder whether or not in this agreement we guard 
against possibilities of some other 17 percent tax being imposed. That 
is the reason I asked my previous question about it. 

Mr. Lanerry. We do not think they can reimpose this one. 

Mr. Mus. Do not misunderstand me. I am not critical. I am 
merely trying to understand what is in the agreement. As Mr. Sebald 
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says, we have to put our stamp of approval on it if the bill passes. 
I wonder whether or not we really help the situation in the long run, 
because I look down through this list of scheduled decreases in pref- 
erence on Philippine goods coming to the United States, and I find 
that in 1964 we apply only 20 percent of the duty, but then in 1965 
we are going to apply 40 percent of the duty. Have our negotiators 
considered whether or not the Philippine economy will be in a posi- 
tion to permit a doubling of the effective duty on goods from the 
Philippines to the United States, or will we then be asked for further 
modifications with respect to the rate of duty increases? 

Mr. Lanoiey. Just a frank answer. As to whether we will be 
asked during any particular interval during the duration of this 
agreement for further negotiations is anybody’s guess. 

Mr. Mis. Had I been a representative of the Philippine Govern- 
ment attempting to negotiate the type of an agreement I wanted 
with you, I think I would have suggested that rather than have these 
rapid precipitous increases such as are provided in this agreement, 
I would prefer to have a staggering of that increase at the rate of 5 
percent per year over a period of years. If the economy of the Philip- 
pines is so geared to the economy of the United States that it was 
unable to absorb the 5 percent increase that should have gone into 
effect in 1954, and the 10 percent in 1955, then how could we expect 
their economy, between 1965 and 1966, to absorb an increase of 100 
percent in the duty? I think we have to be practical about these 
matters. If they were not able to absorb that 5 percent increase of 
last year and the year before, then are we not veils just misleading 
ourselves into believing that they could absorb a doubling or a hun- 
dred percent increase in rates between 1964 and 1965? 

Mr. Lanetey. I think our consideration in that connection was 
this—well, there were several considerations but one of them was 
this—that the Philippine economy has come from being completely 
= in 1946 to its present status. It still is tremendously top- 
1eavy as to balance, because it is primarily agriculture, of course. 
It takes time to establish the better balanced economy, to bring in 
industry, and American dollars are bringing in a lot of the industry 
which is going in there. It was our feeling that after another period 
of maybe 8 or 10 years with the loss of preference not being too great 
to the Filipinos, that they would have a much sounder economy, and 
that then they could take those steps more rapidly. There are two 
ways of citing those. 

It is true that the applicable tariff would be doubled, but the prefer- 
ence which would remain would not be halved. In other words, the 
preference would go from 60 to 40 percent, and it makes a difference 
which way you state it. They still would have a reasonable preference 
in this market. 

Mr. Mutts. In each 3-year interval between 1956 and 1967, we are 
doubling the percentage of the full United States duties that shall 
apply to Philippine articles. We apply successively 5, 10, 20, 40 
percent of the full United States rates in that period and in 1968 go 
to 60 percent and then in 1971 we go to 80 percent. In January of 
1974 we go to 100 percent. I merely question the advisability of the 
Philippine Government placing itself in the position of having to 
absorb those precipitous increases in tariffs here in our market. 

63344—55-——4 
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Mr. Lanotry. As a matter of fact, their original proposal was that 
they get free trade until 1970,.and then in the 4 years from 1970 to 
1974 absorb all of that. What we did was win them away from that 
position. 

Mr. Mirus. At the same time they were willing to propose that, 
they also proposed that we do that, that they woul accept our goods 
on a free trade basis until 1970. 

Mr. Laneotey. Accept only a part of our goods. They would accept 
maybe a third of our goods, numerically. They would im e 
full tariff immediately on the other two-thirds. They would reserve 
the further right to shift anything from that free list to the full tariff 
list as well. That was their original position. You see, we did not 
feel that we could go along with either of those proposals in either 
direction because we did not want to get into a position where we were 
negotiating an item-by-item trade arrangement. 

Mr. Miits. I had before me here what I thought was their original 
proposal and it did not say anything about the proposal not applying 
to all of our goods. That is what prompted my question. I did not 
realize that they were asking for full duty immediately on two-thirds 
of the American goods. 

Mr. Lanerry. That is right; that was their original position. That 
and the parity or national rights issue were the two toughest problems 
we had in these negotiations. 

Mr. Mitts. This article I is really the core and sinew of the whole 
agreement, is it not? 

Mr. Lanciey. To them, that is the most important, economically 
the most important item. 

Mr. Mitts. Now, let me pass on to the concession we gave with 
respect to quotas, absolute and otherwise. Explain to us what changes 
are made, Mr. Langley, in the 1946 agreement in that respect. 

Mr. Lanetey. The quotas are all in article II, starting on page 9. 
There was a variety of quota provisions here, but they related only 
to a total of seven items. Involved here were considerations of the 
feeling of the Filipinos that the imposition of some of these quotas 
denied them a degree of sovereignty, to which they felt they were 
entitled. One of those items we eliminated was rice. We just threw 
it out of the total list, and reduced the number of items from 7 to 6. 
We eliminated rice because in the years since 1946 the Filipinos have 
become an importer of rice from us, so those quotas are no longer 
particularly concerned, so far as their economy goes. 

Mr. Mitts. Did you envision that that situation would remain the 
same through 1974? 

Mr. Lanotey. We felt that if they increased their production of rice, 
that their natural market for rice was the Far East rather than ship- 
ping it 6,000 miles to this country. They had no objection to eliminat- 
ing the quota on that, or eliminating rice from the quota items. 

Mr. Mitus. The situation is now that whatever rice they would want 
to ship to the United States would come in under the preference in 
article I? 

Mr. Lanetey. That is right, and come in normally as any other item 
which is not included in these six. It can still come in, but it would 
pay some tariff. 

Mr. Mius. Pardon me for just one further question. Are we bind- 
ing ourselves in the future during the lifetime of this agreement not 








at 


at, 
ds 


pt 
he 
ve 
iff 
ot 
er 
re 


al 
ng 


ds 


at 
ns 


18 


ec, 
D- 
‘. 


PHILIPPINE TRADE AGREEMENT REVISION ACT OF 1955 47 


to have quotas or the importation of rice from the Philippines, even 
though the agricultural — might necessitate or justify quotas? 

Mr. Lanetey. No. There we get back to article III again, and the 
protection of our rights there. You see, we can impose bans. We 
can impose them under article III on the nondiscriminatory basis, 
or we can impose them on a discriminatory basis under the provisions 
of paragraph two of article III. 

r. Mruus. Who makes the determinations whether or not under 
article III we should impose quotas in the future, or bans in the 
future? 

Mr. Lanatey. In the act there is a section entitled 3—— 

Mr. Mitts. Do you mean in the act of 1946? 

Mr. Lanetey. No, in the revision. It is section 303, on page 36. 
That gives to the President the right to prescribe such procedures, 
regulations, and so on for carrying out the terms of article III as he 
shall apply. 

Mr. Mitts. Who would conduct the hearings? 

Mr. Lanotey. That would be part of the prescribed procedures and 
regulations. 

r. Mirus. Under the 1946 agreement we gave the Tariff Commis- 
sion the authority to make these findings. Are we denying the Tariff 
Commission that authority under this section ? 

Mr. Lanetey. I would assume that the President in prescribing 
such procedures presumably would designate the Tariff Commission. 

Mr. Miuus. If we should amend the bill to specify that the Tariff 
Commission is the one in this instance to make the finding as in the 
agreement of 1946, that would have no effect or bearing upon the 
agreement ? 

Mr. Lanetey. That is right, and the delegation would have no 
objection. 

Mr. Mitts. Our American delegation or the Philippine delegation ? 

Mr. Lanotey. The American delegation. 

Mr. Mitts. I think there would be more certainty for acceptance 
if = would specify that. 

Mr. Lanexry. I cannot speak for any executive department, but as 
for the delegation, I am sure there would be no objection. 

Mr. Mitts. Let us revert to these quotas for a minute. You started 
going through those. 

Mr. Lane.ey. We kept two quotas as absolutes. The first one, of 
course, is sugar, which is the principal item of trade between the two 
countries. We left the quota where it is. We did add a provision 
which would permit the Congress, possibly at the time of considera- 
tion of revision of the Sugar Act, in which the same quota appears, 
to possibly increase it. But that is entirely at the discretion of the 
Congress. The delegation, as such, makes no recommendation for 
any change in that quota. 

Mr. Mixtis. The Congress could not subsequently decrease the quota 
without violating the terms of the agreement ? 

Mr. Lanetey. It could not decrease the quota. But I think under 
the terms, the way this is written, legally this country could, in given 
situations, reduce the quota. 

Mr. Mirus. Under article ITI? 

Mr. Lanetry. No, under article IT. 

Mr. Mitzs. The same thing is true of cordage ? 


“« 
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Mr. Lanetey. Yes. We left cordage an absolute because we felt 
there were defense angles on cordage, so we left it in here as an 
absolute. 

Mr. Minis. What you are saying is that there is not only the raw 
product, but we are talking about actually processed goods in cordage / 

Mr. Lanetry. Yes, this applies to processed goods, not the raw 
product. 

Mr. Mus. This applies to processed goods that we are giving an 
absolute quota on ?/ 

Mr. Lanetey. Yes. There were originally 5 so-called descending 
duty-free quotas, one of which was rice, which has been eliminated. 
The others were cigars, scrap tobacco, coconut oil, and buttons of 
pearl or shell. Those also had absolutes. Then under that there was 
a tariff quota as well as the descending duty-free quota. We elimi- 
nated the absolutes. The tariff quota remains, and the descending 
duty-free quota remains, but the curve of the descending duty-free 
quota has been made to correspond with the curve of preferences in 
article I. 

In other words, we felt that we would be consistent in the two 
articles, then, so that all Philippine articles except sugar and cordage 
have the same degree of preference. 

Mr. Mirus. That applies to cigars and scrap tobacco, too? 

Mr. Lanetery. Yes, cigars and scrap tobacco. 

Mr. Mitts. Coconut oil ? 

Mr. Lanetry. Yes, and buttons of pearl or shell. The only one 
of these items which in the life of the 1946 agreement has come 
anywhere near reaching the duty-free quota, which also is an abso- 
lute in the beginning, are buttons of pearl and shell. They have not 
quite filled it, but they have come close. Cigars and scrap tobacco 
come in only in an infinitesimal part of the duty-free quota, so any 
increase in the curve is not going to affect those products or give the 
Filipinos any particular advantage. Coconut oil comes in to a little 
larger extent, but still less than 50 percent of the duty-free quota, 
and it comes in not because of the duty-free quota, we feel, primarily, 
but because of the 2-cent advantage it has under the processing tax. 
No, that does not apply to coconut oil. It would be the duty-free 
quota which helps there. Of course, coconut oil is meeting increasing 
competition from other products in this country. 

Mr. Mixts. All we are saying at the bottom of page 11 of the bill, 
and the top of page 12, is that cigars, to the extent named here, 
scrap tobacco to the extent named, coconut oil to the extent named, 
and buttons of pearl or shell to the extent named, come in on the free 
list during the life of this agreement. 

Mr. Lanetey. After the first of next year, if this agreement goes 
into effect, those would be the only four items that would still enjoy 
any duty-free quota in our market. 

Mr. Mitzs. And with respect to the absolute quotas, they can come 
in in that amount, but they are subject to whatever the rate of duty 
is in the applicable year under article I? 

Mr. Lanatey. Yes. The duty-free quota; if they came in beyond 
that, they would pay the full tariff. 

Mr. Muias. I am talking with respect to your absolute quotas. 

Mr. Laneriey. Absolutes are taken off these four items. 
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e felt Mr. Mixxs. I know, but your sugar and cordage, whatever comes in, 
as an is subject to whatever duty is effective under article I; is that true? 
Mr. Lanetey. That is right. 
e raw Mr. Mirxs. And then with respect to the others at the bottom of 
dage / the page 11, these four, so much as is named for each one can come in 
> raw duty free? 
Mr. Lanotey. That is right. 
ngan § Mr. Mus. Any amount that comes in in excess of these specified 
amounts will be subject to the duty applicable under article I} 
nding | Mr. Lanatey. You are right. The full duty. 
nated. | Mr. Mis. To the full duty and not to the preferential rate? 
ms of | Mr. Lanetry. That is right. Once they have used up the duty- 
ewas | free part, then they must come beyond that at the full tariff. 
elimi- Mr. Mus. They do not get the preference, then ¢ 
nding | Mr. Lanatey. They do not get the preference. 
y-free | Mr. Mus. Of course, on an absolute quota, they just cannot ship 


ees in | any more in. 
Mr. Lanetey. That is right. 
> two Mr. Miuus. There would be no problem there. 


rdage | Mr. Lanoiry. That is correct. 

Mr. Mizis. But the sugar and cordage that comes in, comes in under 

the preference of article I? 
Mr. Lanetry. That is right. 
Mr. Mus. And the others come in at the full rate of duty without 

yone | any preference? 
come Mr. Lanouey. If it goes over the duty-free quota. 
abso- Mr. Moras. That is what I mean, any amounts in excess of these 


enot — specified amounts. 

bacco Mr. Laneiry. We feel it is very unlikely that any would come in 
pany | beyond that amount. In the first place, we do not feel that any of it 
e the could stand the tariff. 


little Mr. Mis. What else did we do? 

uota, . Mr. Lanetry. That is about all. 

rily, Mr. Mis. How about this business of specifying that Congress 

r tax. shall not impose an excise tax or an import tax of any sort on—what 

-free is it called—abaca? 

asing Mr. Lanotey. I thought you were talking about article II. In 
the rest of the agreement, there are changes. Under article IV, we 

bill, eliminated the agreement which on its face appeared reciprocal, that 

here, neither country could impose an export tax. Of course, constitu- 

med, tionally we do not impose export taxes. It is conceivable that we 

free might wish to change that policy by amending our own Constitution, 

in which case the provision in the 1946 agreement would have raised 
goes some ae We simply eliminated the paragraph. Constitution- 
Nnjoy ally, the Filipinos can impose export taxes. 
Mr. Mitts. Does the agreement provide that as far as manila fibers 
come are concerned, the Congress is bound not to impose an internal tax? 
duty Mr. Lanerry. On that particular product. Of course, abaca is a 
product on which the Philippines have a virtual monopoly. 

yond Mr. Mius. Do you have any other comment, Mr. Langley, to make 
about the bill? I do not want to take any more time. 

as. . Mr. Laneotry. I have no more, but I would be glad to answer any 


questions. 
The Cuarrman. Mr. Jenkins, of Ohio, will inquire. 
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Mr. Jenkins. You say in your statement, Mr. Sebald, on the first 
page, “During the first 9 years of operation of this agreement—” 
That means the agreement of 1946; is that correct ? 

Mr. Sesatp. That is correct. 

Mr. JenKrINs. You say during the 9 years of this agreement prob- 
lems have arisen on both sides suggesting the need for some revision 
to be made init. On page 2, you bring out the fact that the Philippine 
Congress has already voted its approval. Do you mean that they have 
approved the provisions of H. R. 6059, the bill that is before us? 

Mr. Sesatp. The Philippine Congress has approved the act which 
we are now discussing. 

Mr. Jenkins. The Philippines have approved our law before it be- 
comes a law, is that right? 

Mr. Sesaxp. It authorizes President Magsaysay to enter into an 
executive agreement, so that actually it is not an operative law in the 
sense of bringing this particular bill into effect as a law. 

Mr. Jenkins. That 1s what I am trying to bring out, if we have made 
a proposition to them and they have accepted it, then that puts the 
burden on us, here on this committee and the Congress, to go right 
ahead, it would seem tome. Is that not correct? o had the power 
to offer them this kind of a proposition and, after they accepted it, why 
could not those people who had the power to offer it go ahead and fulfill 
it without coming back to us? 

Mr. Sesaxp. I think it is the same on both sides, Mr. Congressman. 
The bill which is before us authorizes the President to enter into an 
executive agreement in accordance with title IT of the bill. 

Mr. Jenxrns. Then the Philippine Congress has already indicated 
that it is willing to proceed on this basis? 

Mr. Sesaup. That is correct. 

Mr. Jenxins. That would indicate that we had made them a pretty 
good proposition, would it not? 

Mr. Sepaup. Of course, if our Congress should pass the bill, they 
could say the same thing. 

Mr. Jenkins. Over on page 3 of your statement, “some of the pro- 
visions of the 1946 agreement have not proved effectual in practice.” 
I would assume that those things that have proved ineffectual have 
been agreed upon to be taken out or have been improved upon? 

Mr. Separp. That is correct. 

Mr. Jenkins. Very well. Further on in your statement, you say, 
“that nation has at will imposed a great many, some of them complete, 
bans against American products and some of them bans against Philip- 
pine exports.” It would seem that the Philippines there have out- 
reached their rights. You say that they have complete bans against 
some American products and complete bans against their own people 
exporting to us in other cases. What was the occasion for that? 

Mr. Separp. Well, as far as the import restrictions are concerned, 
Mr. Langley has already mentioned a number. 

Mr. Jenkins. I am sorry, I tried to find out how those fitted in 
there. How would you explain that in a few words? How would 
you explain that situation ? 

Mr. Sesarp. One of the principal reasons for the import bans was 
to save foreign exchange. There were a great many unnecessary, or 
items which the Philippine Government considered unnecessary, im- 
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portations which were being made. They therefore put a ban on 
such imports because it was exhausting their foreign exchange. 

Mr. Jenkins. We have had fine relationships with the Philippines. 
These matters that you have referred to were not anything that would 
cause any rift between the two countries? 

Mr. Sepatp. That is correct. It was a matter of necessity for the 
Philippine Government in order for it to keep its head above water. 

Mr. 5 ENKINS. In some of these cases of bans imposed by the Philip- 
pine Government, it looks as if they were going pretty far. 

Mr. Sepatp. They were nondiscriminatory in the sense that it was 
the article which was banned, the importation of the article that was 
banned rather than because it happened to be an American article. 

Mr. Jenkins. Anyhow, the agency that you represent was satistied 
with what was going on ? 

Mr. Senatp. Yes, sir; I think it was necessary. 

Mr. Jenkins. That would satisfy me and I would not find any 
objection. 

Over on page 4, down at the bottom, we have No. 1, “a less rapid 
oo 

hat do you mean by that? 

Mr. Sesatp. That means that the Philippine preferences would 
disappear at a slower rate. It is illustrated by the chart. 

Mr. Jenkins. Let us not take time to go into details. That state- 
ment just by itself in your statement is a pretty challenging one. If 
you can explain it, I will be satisfied. 

Mr. Sesatp. As Mr. Langley was explaining in his talk with Con- 
gressman Mills, the steps are longer, 20 percent at a time rather than 
as previously on the 5 percent ladder. 

Mr. Jenkins. You have decided that such a progression would be 
advantageous ? 

Mr. Sepa. Sir? 

Mr. Jenxrns. In other words, both you and the Philippines nego- 
tiating together, have determined that this suggestion you make is 
advantageous? 

Mr. Senap. Yes; we believe this is advantageous to meet the situ- 
ation. 

Mr. Mitxs. Any further questions? 

Mr. Kean of New Jersey will inquire. 

Mr. Kean. Mr. Sebald, as I understand it there is nothing in this 
bill that would prevent the imposition of export taxes by the Philip- 
pines if they wish them ? 

Mr. Sepatp. That is correct. Constitutionally, they can do so. 

Mr. Kean. In the last agreement that was prohibited ; was it not? 

Mr. Sepaup. Yes; that is correct. 

Mr. Kean. Why did you make that change? If they had no inten- 
tion of doing so, why did they make the change? 

Mr. Lanotey. That was one of the so-called political items, the 
kind of thing that they felt was an infringement upon their sover- 
elgnty. 

Mr Kean. They felt it was an infringement on their sovereignty 
for us to tell them they should not? 

Mr. Lanatey. That is correct. 
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Mr. Kean. But they could agree. They could agree and it is not an 
infringement on their sovereignty if by action of their congress they 
inake an agreement ? 

Mr. Lanatey. In this negotiation they would not agree to that par- 
ticular item. In the original 1946 trade agreement, that agreement 
was written by our Congress. There were no negotiations. 

Mr. Kean. You mean back in 1946 there were no negotiations ? 

Mr. Lanotey. That is right. What we did—at that time you see 
we were giving the Philippines their independence. The war was just 
over and we also were planning to pay the Philippines. 

Mr. Kean. Did we not renegotiate in 1949% I can remember sitting 
here in committee, and did we not discuss with the Philippines that 
they agreed with at one time? There were modifications of the orig- 
inal agreement, were there not? 

Mr. Lanetry. Not until this. 

Mr. Kean. You do not think so? 

Mr. Lanetey. No. 

Mr. Kean. It seems to me we did. As far as the Philippines were 
concerned, previous to the 1946 agreement they did not negotiate but 
did they not agree that certain things would be passed? I have those 
negotiations in mind. 

Mr. Lanoiey. There have been various negotiations. 

Mr. Kean. I remember Mr. Bell coming in at the time. 

Mr. Lanciry. Yes; they got out a report and as a result of some of 
the things which his mission discovered which resulted in our Presi- 
dent. assenting under the 1946 agreement, subsequent to its operation, 
to the imposition of the 17 percent exchange tax under article V. 

In other words, he felt that their economy could not survive without 
that much help, to which we had to assent under the terms of the 1946 
agreement. 

Mr. Kran. How about that 17 percent? There is nothing in this 
agreement to prevent such a tax being imposed any time the Philip- 
pines felt they wanted to? 

Mr. Lanetry. There is in the revision. 

Mr. Kean. Sir? 

Mr. Lanetey. There is in the revision, during the life of the revised 
agreement. 

Mr. Kean. During the life of the agreement they cannot reimpose a 
tax of that kind; is that right? 

Mr. Lanotey. That is right. 

Mr. Kran. I have not read that long paragraph there. That ques- 
tion of a foreign exchange tax under the agreement, they cannot put 
on another foreign exchange tax until January 1, 1956? 

Mr. Lanotry. January 3, 1974. 

Mr. Kran. They reduce it by these percentages every year. Of 
course, there is nothing in the agreement that prevents the Filipinos 
from raising their tariff rates to the sky? 

Mr. Lanoteyr. Neither in the 1946 agreement nor in the revision do 
we attempt to control their schedules. 

Mr. Kran. They are in the process of increasing them right now ? 

Mr. Lanesey. Well, they are in the process of revising. Whether 
it will be an increase, I do not know. The tariff schedule they have 
is essentially a 1909 tariff schedule written by our Congress, again, 
und amended only in minor ways since. 
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They do have a tariff commission now which is considering a gen- 
eral revision, a considerable part of which will be a reclassification. 
Some items presumably will go on a free list. It will be a general 
revision which is badly needed. Whether the average will result in 
an increase, I do not know. They do not know that themselves. 

Mr. Kean. Of course, this question of that import tax thing both- 
ers me because to specifically eliminate a provision which had been 
in the last tax certainly looks like somebody had in mind that they 
wanted to use it. 

Mr. Lanatey. They, I think, had in mind on that one thing to 
which we did not assent. There is in the agreement a provision as to 
Philippine 2-cent preference on the tax on coconut oil. The total 
processing tax there is 5 cents. The Filipinos pay only 3 cents and 
all other nations pay 5. They asked us to eliminate the 3-cent tax 
which they do pay, that portion of the tax on coconut oil of Philip- 
pine origin. 

They believed, obviously, that if they could put on an export tax, 
they might be able to recapture the 3 cents themselves. 

Mr. Kean. Well, that coconut oil tax is still in there ? 

Mr. Lanatey. Yes; we did not go along with that. 

Mr. Kean. That processing tax is still in there? 

Mr. Lanatey. That provision remains identical with the 1946 agree- 
ment in the revision. 

rs Kean. Some of us in New Jersey have been anxious to get rid 
of that. 

Mr. Lanatey. We did not attempt to negotiate because this was a 
bilateral negotiation and we felt that was an overall problem. 

Mr. Kran. Thank you. 

Mr. Mason. Mr. Chairman. 

The Cuarrman. Mr. Mason, of illinois, will inquire. 

Mr. Mason. I just want to follow up this export duty question 
a little bit. 

Under our Constitution, we cannot levy an export duty, can we? 

Mr. Lanatey. That is right, Mr. Mason. 

Mr. Mason. Under the Philippine constitution, they can, can they 
not ? 

Mr. Lanotey. That is right. 

Mr. Mason. We had a provision in the 1946 agreement which says 
they must not put on any export duty to us, did we not ? 

Mr. Lanotey. Yes. 

Mr. Mason. Now we have taken off that phrase, that clause; we 
have eliminated it, which provides or suggests that they can and 
they may put on an export jay tax; does it not work that way ? 

Mr. Lanotey. It suggests that but they probably, if they did, would 
only hurt themselves because those taxes would be imposed on their 
goods for export. 

Mr. Mason. Well, this idea of sovereignty will cover a multitude 
of sins. If they and their congress agree, even if their constitution 
says they may do it, agree not to do it, that is not giving up any sov- 
ereignty at all; that is just making an agreement with another 
country ? 

Mr. Lanotey. Of course, we do not ask any other country not to 
impose export taxes, Congressman. As far as I know, this is the only 
arrangement of that kind. 
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a Mason. We are not giving these concessions to other countries, 
either. 


That is all, Mr. Chairman. 

The Cuamman. Any further questions? 

Mr. Ikard, of Texas, will inquire. 

Mr. Ixarp. It is my undertanding that the Philippine Government 
has announced its intention to revise its whole tariff setup very shortly. 
I wonder if you have any idea what that revision might be and whether 
upward or downward or what it might affect? 

Mr. Lanetey. I think it will vary as to items indicated. I think 
the first job they have to do is the reclassification because the tariff 
structure they have is so ancient. 

Then what will take place I think is bound to be a variable thing. 
They have virtually nothing on the free list under their present tariff. 

In practice, in imposing the exchange tax, for example, they have 
exempted certain essentials. For example, wheat flour has been 
exempted. There have been other items which have been exempted ; 
in other words, what they consider primary necessities they exempt. 

Under the revision of the tariff they will probably put some of those 
things on a free list which they do not have to any extent now. Other 
items they may increase; we do not know. Presumably, they will 
make revision in the light of this revised agreement if this becomes 
effective. They will try, naturally to preserve their trade but at the 
same time protect their revenue situation. How intelligently they 
will do it, we do not know yet. 

Mr. Ixarp. Under the 1946 agreement, only the United States was 
given authority to apply quantitative restrictions and, as matters 
turned out, we did not impose any such quota restrictions but the 
Philippines, as I understand it, did apply numerous ones, quantita- 
tive restrictions. What were some of the items that those restrictions 
were placed on ? 

Mr. Lanetey. Items on which they placed restrictions, I think in | 
each case they were nondiscriminatory restrictions although they af- 
fected our goods primarily because we were the principal shipper 
of such goods there. 

For example, slide fasteners, cotton weaving yarns, some incandes- 
cent bulbs and tubes, although not all of them but some of them, gray 
cloth, sheepskin lining and splits, tomato catsup, elementary text books 
and readers, most puzzle games, TV receivers and parts, cornstarch, 
sulfuric acid, unbleached cotton fabrics, and auto batteries are those 
I have listed here and I think there have been a few others. 

Mr. Ixarp. Thank you very much. That is all, Mr. Chairman. 

The Cuarrman. Mr. Curtis of Missouri will inquire. 

Mr. Curtis. The first question I would like to ask picks up where 
Mr. Kean was inquiring about this coconut oil. When we recently 
cut all of our excises to not higher than 10 percent, we had a few ex- 
cises that were not on an ad valorem basis but were on a quantity or 
weight basis and coconut oil was one of them. 

Now, we were able to correct the law, I say correct it, at least these 
other items that were on a quantity or weight get the same benefit of 
that reduction to not more than 10 percent ad valorem except for 
this item of coconut oil. The reason was ahs was that this was an 
item involved in our relations with the Philippines, but apparently 
nothing has been forthcoming so that we can at least give coconut oil 
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the same benefits that we have given other items in this country to not 
be imposing a tax of more than 10 percent. 

Would you comment on that; that item was brought to your atten- 
tion, was it not? 

Mr. Lanetey. The Filipinos asked that we eliminate the 3-cent por- 
tion of the tax. The total tax is 5 cents. We did not agree to that 
= felt that not only was it coconut oil but one or two other types of 
oil. 

Mr. Curtis. I think the only item we have on our excise schedule 
that is higher than 10 percent ad valorem happens to be coconut oil 
and the reason that was not corrected was because of the position of 
the State Department ? 

Mr. Langtry. Under this revised agreement, as under the 1946 
agreement, Congress could reduce without violating the agreement or 
the revision, could reduce that tax to 2 cents. 

Mr. Curtis. Well, you see what we did. Inasmuch as those excise 
taxes were imposed on quantity or weight we left them that way but, 
using a selling price where it was more than 10 percent, that was the 
maximum on the ad valorem basis. There would be no restrictions 
against doing that in this proposed agreement: is that right? 

Mr. Laneatey. There is no prohibition here against lowering that 
tax by three-fifths of the amount. 

Mr. Curtis. That would take care of it ? 

Mr. Laneitey. Whether you would be able to convert it in the process 
of lowering it to an ad valorem tax, if the price of oil remained con- 
stant you could but if it did not, you would be in trouble. 

Mr. Curtis. Most of our taxes are ad valorem rather than quantity, 
and it seems a more intelligent basis. 

Following up further on these questions in regard to the fact that 
the Philippine Government is going to revise its whole tariff shortly, 
knowing that, how can we judge the fact of permitting the Philippines 
to increase their tariff more rapidly than we can as would be done 
under H. R. 6059, we will not know how much they will increase their 
tariffs whether under reclassification or what. We really do not know 
what we are doing. 

Mr. Lanaitey. We cannot be sure under either the 1946 agreement 
or the revision. We have no control over their tariffs. 

Mr. Curtis. I understand, but at least we should know what their 
schedules were. This process of increasing tariff rates applies to 
something. 

Here the increase in tariff rates is applying to somethin® we know 
is going to be changed. 

Mr. Lanotry. All we could do is to make any computations on the 
basis of the existing rates. 

Mr. Curtis. I see. In other words, you would use, for the purpose 
of this agreement—how could we? 

Mr. Lanetry. Well, they have a tariff structure now, of course. 

Mr. Curtis. I know they do but if they are going to make such a 
basic revision in it, is that not going to make it very awkward in trying 
to come to any determination of the increases that will be permitted ? 

Mr. Lanotry. No, because what you do on the list is to take a per- 
centage of whatever the tariff is as a preference. 

Mr. Curtis. Yes, but you get into reclassification and it becomes 
exceedingly complicated and hard to follow the same items. 
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Mr. Lanoiry. The reclassification will probably be modeled again 
on our own. 

Mr. Curtis. I was wondering if we got the cart before the horse. 
You do not believe so? 

Mr. Lanatry. I do not believe so. While this delegation was here, 
some of the Filipino people spent a great deal of time with the Tariff 

Yommission studying the ways in which we classify tariff schedules. 

Mr. Curtis. I have two very general questions to ask Mr. Sebald. 

One, I was very much interested in your statement on page 3 where 
you point out that the Philippine Government revenue is derived to a 

arge extent through tariffs and that the society’s state of develop- 
ment causes that. 

If that were true then, the whole idea would be to encourage trade 
because the larger the trade the larger the tariff take for the purpose 
of gaining revenue. There would have to be a large quantity of trade 
to apply the tariff to. Is there any indication that that actually is the 
intention in the tariff schedules of the Philippines, to actually gain 
revenues ? 

We would have no worries if that were it. You follow what | 
mean ? 

Of course, in the early days of this country tariffs were a source of 
revenue. You can use the tariff laws for that purpose but for a long 
time now tariffs have, unfortunately, in my judgment, been used for 
many other purposes and the idea of getting revenue has been sort of 
forgotten. It could be that but if it were that, you would never impose 
a tariff so high that you would actually throttle the amount of trade. 

Is there any real indication that the Philippine Government is 
really interested in tariffs for revenue ? 

Mr. Sesarp. As I indicated in my statement in a general way, in un- 
developed countries it is necessary that they do have a tariff for 
revenue. 

Mr. Curtis. That is the general theory and that is what I am try- 
ing to get at as to whether you have any real basis for thinking so as 
it pertains to the Philippine Islands. What percentage of the Philip- 
pine revenue today comes from tariffs, have you any idea? 

Mr. Serarp. I do not know that offhand but I would be glad to look 
into it. 

(The information requested follows :) 

Approximately 35 percent of present Philippine Government revenues are 
constituted jy taxes on imports. Of this figure about 5 percent is represented by 
custom duties applied on goods from countries other than the United States (all 
American goods will continue to enjoy duty-free entry until the end of 1955), 
and 30 percent is represented by the exchange tax on imports (over two-thirds 
of which is collected on imports from the United States). This revenue from 
taxes on imports is indispensable to the Philippines and probably could not 
under present conditions be replaced from other sources. If the exchange tax 
applicable to payments for imports is to be progressively eliminated, as provided 
for in the proposed revision, it must be compensated by increased customs duty 
collections which could come in any significant amount only from a more rapid 
collection of duty on United States articles. 

The accelerated application of Philippine duties to United States articles thus 
has a double motive: in addition to permitting tariff protection for articles which 
the Philippines wishes to produce, or to produce in greater quantities, it is 
intended to bring in larger tariff revenues. Insofar as the latter motive is 
concerned, it is to be expected that the rates of the revised Philippine tariff will 
be set at levels intended to produce the greatest volume. This does not neces- 


= rily mean, with respect to such revenue items, higher rates than those now in 
effect. 
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Mr. Curtis. Those are the details that are important in knowing 
that. I would appreciate some detail along that line as to how much 
they have relied on tariffs for revenue. 

One other general question. In pointing out some of the concessions 
that we got, it was mentioned that there were three industries in the 
Philippines that were almost 100 percent American capital. dl 

In going into that matter, those were embroidery, pineapple juice 
and desiccated coconut. In going into those matters, did you or our 
State Department review the labor practices of the American capital 
in those elds? 

Mr. Sesatp. May I ask Mr. Langley to answer that? 

Mr. Curtis. Yes. 

Mr. Lanetry. We have over there, or the Filipinos have, a mini- 
mum wage law, and that is a law which was enacted more or less on 
our insistence. 

Mr. Curtis. Yes. 

Mr. Lancer. Admittedly, the law is not too well enforced in cer- 
tain areas, particularly the agricultural areas. 

Mr. Curtis. That would be particularly true of embroidery where 
I understand that is for piecework. 

Mr. Lanotery. Yes. 

Mr. Curtis. My point is a very obvious one. If this is American 
capital and it looks like the concession is being granted to those indus- 
tries, I think it becomes most important for us to have some idea of 
whether their labor practices in those fields are good, above average, 
or what. 

Mr. Lanetey. The information we have on the labor practices 
is that at the present session of their congress attempts were made 
to modify the minimum wage law. 

Mr. Curtis. I am talking about these specific industries that are 
run by American capital and their labor practices? Did you people 
zo into that? 

Mr. Lanoter. Well, what is happening; their congress refused 
to reduce those requirements and also apparently has stepped up the 
degree of enforcement of the law they have. 

Mr. Curtis. Well, now, you still are not answering my question. 
I am interested in these specific industries. 

I am wondering first whether the State Department made a little 
bit of review to find out what the labor practices were in those three 
specific industries that were 100 percent American capital and the 
next question is if they did make such a review, whether they found 
that the labor practices in those fields were above average or below 
average in the Philippine society. Because right now, in my judg- 
ment, we are gaining nothing in good will with the Philippines or 
anybody else if American capital is going abroad to run sweatshop 
setups. 

I am not saying that that is the case but I am concerned if the 
State Department did not even look into it if that might be the 
case, 

Mr. Laneétey. That is not true. I can get information for you 
as to the specific industries. y 

Mr. Curtis. I would appreciate it and I am equally interested in 
the extent to which the State Department took cognizance of that 
fact and considered it in its negotiations. 








58 PHILIPPINE TRADE AGREEMENT REVISION ACT OF 1955 


Mr. Sesatp. Mr. Congressman, Mr. Braddock has actually visited 
the plants and he would like to speak to that. 

Mr. Curtis. You could supply it for the record because I do not 
want to delay this hearing. The most important thing, in my judg- 
ment, is whether a study was made. The very fact that you told 
me you actually inspected some plants goes a long ways with me but 
I would hope, of course, that we could go into that fairly thoroughly. 

Mr. Sepaup. We will be glad to submit that for the record. 

Mr. Mitts (presiding). Without objection, that will be inserted 
in the record. 

(The information referred to follows :) 


Three Philippine industries which will be exceptionally vulnerable to the 
application of United States tariffs, and which represent primarily American 
investment in the Philippines, are the pineapple, desiccated coconut, and em- 
broideries industries. All of the pineapples are produced by a single company, 
which is the wholly owned subsidiary of a large American corporation. This 
company is a model employer and a credit to the United States. It pays wages 
which in all cases are the legal minimum wage or higher, and the average wage 
is considerably higher than the minimum and higher than the average prevailing 
in the community where it operates. It provides, in addition to good wages, free 
housing, hospitalization, and other facilities for all its employees. Three of the 
seven firms producing desiccated coconut, including the largest in the Philippines, 
are likewise American-owned. Wages paid by these firms are all at or above the 
minimum wage, and additional facilities are provided to workers, as tn the case 
of the pineapple company. These statements could be equally made for prac- 
tically every American company doing business in the Philippines. American 
business enterprise generally sets the pace for improving production and working 
standards in the Philippines. 

The embroidery industry, which is financed and managed by American com- 
panies, is a cottage industry. It is subject to a somewhat lower minimum wage 
than industry in general. The minimum wage for this industry was lowered, 
by specific act of the Philippine Congress, because of the inability of the industry 
to pay the general minimum wage and because the work, being done largely by 
farmers’ wives in their spare time, is closely related to the agricultural indus- 
try, to which a still lower minimum wage is applicable. It is impossible for the 
Government to exercise control over payment of the minimum wage in the em- 
broidery industry, and it is not unlikely that many embroidery workers receive 
less than the minimum. Where this occurs, however, the American entrepre- 
neurs, who provide the materials and market the finished product, are usually 
not to blame, for the work is parceled out through contractors and 
subcontractors, 


Mr. Mrius. Any further questions? 

Mr. McCarthy, of Minnesota, will inquire. 

Mr. McCarrny. Page 4 of your statement, Mr. Sebald, the second 
paragraph, you say: 

Only because of this appreciation, gradually acquired through a period of 3 
months in Washington, was a stalemate in the negotiations avoided and final 
agreement achieved. 

What is the basis for that statement? Did the Philippine delegates 
here tell you that it was only because of their appreciation of Ameri- 
can problems that they were making concessions to you ? 

Mr. Sesatp. The basis for the statement, as I understand it, is that 
there had developed almost an impasse principally because the Fili- 
pinos did not understand that there were two sides to this question. 
It was through the exchange and interchange of ideas that eventually 
the problems were negotiated out. 

Mr. McCartuy. When did this impasse become evident? Before 
they came to this country or as soon as they got here or as the confer- 
ence went along? On what did it hinge? What concessions were 
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made by the Filipino delegates after they were here for 3 months‘ 

Mr. Sepatp. May I ask Mr. Langley to reply to that? 

Mr. LANGLEY. The final agreement which the delegation negotiated ; 
we did not agree to any particular items as we progressed but sought 
to button them up in the last few days of conference. 

The items on which we had great difficulty were those contained 
in article I and the problems we had with articles VI and VII which 
relate to parity and other business activities. 

Mr. McCartuy. What was that last ? 

Mr. Lanetey. Parity. Articles VI and VII in the revised agree- 
ment. So it was articles I and VI and VII which were very diflicult 
items to negotiate. 

Mr. McCartuy. What were the differences? What were the Fili- 
pino delegates asking for? 

Mr. LANGLEY. In article I they asked for free trade for Philippine 
goods coming into this country until 1970 and then the disappearance 
of preferences in the final 4 years of the agreement. 

dn our side, they sidpected ws to pay full tariffs immediately on two- 
thirds of our items. 

Mr. McCartuy. They held out for that? 

Mr. Laneatey. They did; yes. It was a very difficult one to wean 
them away from. 

On the parity item, there was a very considerable sentiment within 
the Philippine delegation for abrogation of that particular item and 
we had great difficulty with that and finally did work out the recipro- 
cal provisions and kept it that way. 

Mr. McCartuy. What arguments did you make in order to get 
them to yield from that extreme position ? 

Mr. Lanaey. Well, all the arguments that you think of in that 
sort of process. It is a day-after-day grind. You think you are 
getting nowhere but finally you get agreement. 

Mr. McCartuy. When the Philippines imposed quotas as they did 
after the 1946 agreement, what did the United States Government 
do in order to attempt to persuade them from taking such action? 

Mr. Lanatey. I think the State Department, which would have 
handled anything in connection with that—Mr. Sebald asks if you 
would repeat the question. 

Mr. McCarrtuy. After the 1946 agreement, the Philippines imposed 
quotas on various American products which were being shipped into 
the Philippines. 

What objection did the United States make or what action did we 
take to try to persuade them or dissuade them from taking such action? 

Mr. Sepaup. As far as I know, we made no objection, Mr. Con- 
gressman, because they were not violating the agreement. 

Mr. McCartuy. They were not violating the agreement but cer- 
tainly disturbing the existing trade relations. It would seem to me 
that the Government of the United States would have been concerned 
and would have at least asked the Philippines to justify the imposi- 
tion of quotas, especially since the matter of quotas was of concern 
in the most recent negotiations. 

Mr. Sesaup. The action was nondiscriminatory to begin with. It 
was understandable that the Filipinos had to take some action in order 
to prevent their foreign exchange reserves from being completely 
dissipated. Their program was to pick items which were of least 
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importance to the Philippine economy. We think, by and large, they 
did. 

Mr. McCarrny. Now, under the bill which we are considering here 
the existing quotas will remain in effect; is that right ¢ 

The quotas which have been established will be continued ¢ 

Mr. Sesatp. That is correct; yes, sir. 

Mr. McCarruy. And as far as imposing any new quotas, the prin- 
ciple of reciprocity is to apply as I understand it. 

Mr. Sesatp. The reciprocal provisions of article III quotas can 
be established. 

Mr. McCartuy. They can be established ? 

Mr. Separp. Yes. 

Mr. McCartuy. Unilaterally, either the Philippines or the United 
States can apply quotas? 

Mr. Sesaup. Yes; both have the same rights. 

Mr. McCarruy. Thank you, Mr. Chairman. 

Mr. Mitts (presiding). Any further questions? 

If not, we appreciate the information you, Mr. Sebald, and your 
associates have given the committee. Thank you for your appear- 
ance. 

Mr. Sepavtp. Thank you, gentlemen. 

Mr. Mus. The next witness is the Honorable Earl L. Butz, Assis- 
tant Secretary of Agriculture. 

Come forward, Dr. Butz. Although we know you quite well, for 
the purpose of the record will you identify yourself? 


STATEMENT OF HON. EARL L. BUTZ, ASSISTANT SECRETARY OF 
AGRICULTURE, ACCOMPANIED BY RICHARD DeFELICE AND 
ELMER HALLOWELL, FOREIGN AGRICULTURAL SERVICE 


Mr. Butz. Mr. Chairman, I am Earl] L. Butz, Assistant Secretary 
of Agriculture, in charge of marketing and foreign agricultural work. 

I have with me here today Richard DeFelice and Elmer Hallowell 
of the Foreign Agricultural Service. 

I have a brief statement. 

Mr. Muzs. We are glad to have you before the committee and with- 
out objection you may proceed without interruption to give your state- 
ment. 

Mr. Burz. The Department of Agriculture is pleased with the op- 
portunity of appearing before this committee in support of revising 
the Philippine Trade Act of 1946. 

The Republic of the Philippines was granted its independence on 
July 4, 1946. Under these conditions, it was deemed advisable for the 
United States to enter into a formal trade agreement with the Philip- 
pine Government. Hence the Philippine Trade Act of 1946 was 
enacted. 

Under this act the Filipinos have encountered what they considered 
insurmountable problems. Because of the vexing nature of these 
problems the Philippine President requested reexamination and re- 
vision of the 1946 agreement as being vital to the economic stability 
of his country and to the permanent trade relations between the 
United States and the Philippines. 
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President Eisenhower agreed that we would “give prompt and sym- 
pathetic consideration to any specific proposal for revision of this act 
that the Philippines might advance.” 

Negotiations for the possible revision of this act began in Washing- 
ton on pepeamner 20, 1954. The Department of Agriculture partici- 
pated in these discussions. 

As a result of the recently completed negotiations between repre- 
sentatives of the Government of the Philippines and the United 
States, it is my belief that there has been a strengthening of the politi- 
cal and economic ties between these two countries. It is desirable for 
the United States to help create an economic climate in the Philip- 
pines that helps to nurture democratic processes. 

At a series of friendly and informative discussions between a United 
States delegation and a Philippine economic mission, the proposed 
revisions of the original act were mutually agreed to and are incor- 
porated into H. R. 6059. 

In the words of President Eisenhower : 

I believe that the revision, as proposed in the final act of negotiations, would 
be beneficial to both the United States and the Philippines, and would contributé 
materially to the improvement of the already friendly political and economic 
relations between them. 

By entering into this agreement with the Philippines we have the 
opportunity of assisting further in their economic development. This 
will in turn enable the Philippines to purchase more American farm 
and nonfarm products in the future. They will become stronger 
partners in the free world. 

This is all desirable from an enlightened self-interest to the people 
of the United States. It is part of our Government’s foreign trade 
policy, to promote economic conditions in the free countries of the 
world in such a way as to stimulate an ever-increasing volume of trade. 

Due to our paternal responsibilities toward the Philippines, it be- 
hooves us to give them fully as much consideration as feasible on 
foreign trade policy. 

The Republic of the Philippines is not an important market rela- 
tively for American farm products, in general. In recent years our 
total agricultural exports to the Philippines have been less than $60 
million, mainly dairy products, tobacco, and wheat flour. 

However, the United States is an important market for Philippine 
farm products. We have been buying about $200 million to $250 mil- 
lion of farm products from them, about half of which is sugar. Other 
main farm products include copra and coconut oil, abaca (or manila 
hemp), and pineapples and pineapple juices. 

These farm products account for more than 95 percent annually 
of the total farm products imported into the United States from the 
Philippines. This is important to the economy of the Philippines 
without being any real threat to our own farm economy. 

One revision in the proposed Philippine Trade Agreement Act of 
1955 which may affect the future Pinilippine exports to the United 
States of a few products is the proposed elimination of certain abso- 
lute quotas. These quotas were imposed by the United States against 
the imports of these products into the United States by the Filipinos 
in the 1946 act. 
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It is proposed to eliminate the absolute quotas on the importation 
into the United States of Philippine cigars, scrap tobacco, stemmed 
and unstemmed filler tobacco, and coconut oil. The elimination of 
these absolute quotas does not appear to pose any serious threat, to 
American producers of these agricultural products. 

United States imports of coconut oil from the Philippines have 
been averaging less than 40 percent of the established quota since 
1951. For tobacco, the imports from the Philippines have averaged 
less than one-third of the established quota. In the case of cigars, 
United States imports from the Philippines have not been over 2 per- 
cent of the established quota in the past 4 years. 

Thus, for these agricultural products, I do not foresee any immi- 
nent danger to American agriculture by dropping the absolute quotas 
and substituting tariff quotas, above which full duties would have to 
be paid. 

Shouid the Philippine production of any of these products mcrease 
to such an extent that exports of these could be stepped up, adequate 
protection to the American producer is made available under the 
quota provisions of article III. It is neither necessary nor fair to 
continue the absolute quotas contained in the present agreenient. 

The present absolute quotas on United States importation of Phil- 
i Epis raw and refined sugar of 952,000 short tons, of which not more 
than 56,000 short tons can be refined sugar, remains unchanged. The 
same is true for cordage, which has an established quota of 6 million 

ounds. 
; The absolute quotas on Philippine rice entering the United States 
have been meaningless because in recent years the Philippines have 
been net importers of rice from the United States. Hence, the rice 
quota has been dropped. 

One important provision of H. R. 6059 which I wish to emphasize is 
that it provides a continuation through 1973 of a tariff preference to 
American exports of farm and nonfarm products to the Philippines 
over comparable exports from other countries, even though the pref- 
erence is not as large as that given in the 1946 act. 

An example of this is wheat flour. The current Philippine tariff 
rate, applicable to all countries other than the United States, on wheat 
flour is 21 cents per hundredweight. Under the proposed new agree- 
ment, the American exporter of wheat flour would pay in 1956 only a 
ree duty and will have a gradually decreasing preference until 
1974. 

In addition to this preferential tariff that American exports will 
enjoy in the Philippine market, we also will receive some benefit from 
the gradual elimination of the 17 percent Philippine exchange tax. 
The diminution of preferences on United States goods imported into 
the Philippines during the years from 1956 through 1966 are to be 
compensated for by the decline in the temporary special import tax 
which will replace the exchange tax. 

In conclusion I wish to remind you that before the formal negotia- 
tions began between the teams representing the United States and the 
Philippines, there were sharp and real differences with respect. to the 
inequities of the 1946 Trade Act. Under this act the Philippines 
thought that their sovereignty was being limited and that the free- 
entry preference of American industrial goods was preventing the 
development of a sound industrial economy. 
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The Filipinos stated that this previcen contributed to the shortage 
of revenues for financing essential government programs. The United 

States delegation took the position that the suggested revisions 

originally proposed by the Philippine economic mission were extreme. 

Confronted with these differences in viewpoints, it appears that the 

results of the negotiations are as satisfactory as could be expected. 

We believe the overall revision will be beneficial to the Philippine 
economy and will improve the possibilities for increasing trade be- 
tween the two countries. Therefore, I urge approval of H. R. 6059. 

Mr. Mitts. Does that complete your statement ? 

Mr. Burz. Yes, sir. 

Mr. Mitis. Any questions? 

Mr. McCarthy of Minnesota will inquire. 

Mr. McCartuy. With reference to your statement with regard to 
the preference given American agricultural commodities, is there any 
reason to believe that the Philippines will not change their tariff 
rates applicable to agricultural imports from other countries? 

There is nothing in this bill which binds them to continue the present 
rate, for example, of 21 cents on wheat flour, is there / 

Mr. Butz. The preference will continue for the American farm 
products that go into the Philippines for the life of this agreement. 

Mr. McCartny. In other words, it would limit the Philippines in 
making concessions to any other country with regard to these com- 
modities ? 

Mr. Burz. It is my understanding that this preference would con- 
tinue to apply on American exports to the Philippines at whatever 
rate of tariff they might choose to fix. 

Mr. McCarrny. In other words, it would fix rates? 

Mr. Butz. The agreement would fix the preference for American 
exports. They might change the rate but the American exports would 
continue to pay only a percentage of that rate as provided in the 
agreement. 

Mr. McCartny. With that advantage? 

Mr. Butz. Yes, sir. 

Mr. McCartuy. Thank you, Mr. Chairman. 

Mr. Mason. Mr. Chairman ? 

Mr. Mitts. Mr. Mason of Illinois will inquire. 

Mr. Mason. Did I understand, sir, that we export about $60 million 
worth of farm products to the Philippines each year and they export 
to us approximately $240 million of farm exports each year? Is that 
about the figures? : 

Mr. Butz. Yes, sir; that is correct. 

Mr. Mason. Could you tell us whether the Philippines receive 80 to 
90 percent of this national governmental income from tariffs ? 

Mr. Butz. Iam sorry, we do not have that information. 

Mr. Mason. That is all, Mr. Chairman. 

Mr. Butz. I would point out, Congressman Mason, that of the $240 
million Philippine imports into this country of agricultural character, 
they are mostly noncompetitive. 

Mr. Mitzs. Dr. Butz, on page 4 in your example of what the Ameri- 
can exporter of wheat flour would pay in 1956, shipment to the Philip- 
pines, of course, assumes a continuation of present Philippine rate of 
duty on flour ? 

Mr. Butz. Yes, sir. 
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Mr. Mitxis. And, of course, you understand from previous witnesses 
and other information that has come to your attention that they are 
now considering a revision of those tariffs ? 

Mr. Butz. That is right but, as I understand it, Mr. Chairman, if 
they revise the tariffs the percentage preference given to the American 
imports would still apply to any revised tariff rate. 

Mr. Mitxs. You also understand that it is possible for a country to 
so raise its duty that this preference would be ineffective ¢ 

Mr. Butz. Yes, sir. 

Mr. Miuis. Any further questions. 

If not, we thank you, Dr. Butz, for the testimony given by you before 
the committee. 

Mr. Butz. Thank you, gentlemen. 

Mr. Mis. The next witness is the Honorable Samuel W. Ander- 
son, Assistant Secretary of Commerce for International Affairs, 

Please come forward, Mr. Anderson. 

Although we know you, will you please give your name and posi- 
tion which you occupy ? 


STATEMENT OF HON. SAMUEL W. ANDERSON, ASSISTANT SECRE- 
TARY OF COMMERCE FOR INTERNATIONAL AFFAIRS, ACCOM- 
PANIED BY EUGENE M. BRADERMAN, DIRECTOR OF THE FAR 
EASTERN DIVISION OF THE BUREAU OF FOREIGN COMMERCE 


Mr. Anprerson. I am Samuel W. Anderson, Assistant Secretary of 
Commerce for International Affairs. My address is the Department 
of Commerce. 

On my right is Eugene M. Braderman, director of the Far Eastern 
Division of the Bureau of Foreign Commerce. 

Mr. Mixts. Without objection, you may proceed with your state- 
ment without interruption. 

Mr. Anperson. Thank you, Mr. Chairman. 

Mr. Chairman, members of the committee, I am privileged today to 
have the pleasant duty of expressing the views of the Department of 
Commerce concerning the ae revision of the United States- 
Philippine Trade Agreement of 1946. 

This duty is pleasant because my Department sincerely believes 
that the Final Act of Negotiations, signed by the United States and 
Philippine delegations on December 15 of last year, represents a sig- 
nificant step forward in further improving good relations with one 
of our most important trading partners in the Far Kast. 

As Deputy Assistant Secretary of State Sebald has already indi- 
cated, the Philippines occupies a key position in our far eastern for- 
eign policy. These days, as we all know, political and economic rela- 
tions are intimately connected, and this is particularly true with 
respect. to the Philippines. 

Our commercial ties with the Philippines are close. About two- 
thirds of Philippine total exports are shipped to the United States, 
while between two-thirds and three-fourths of her imports are pur- 
chased from the United States. 

From our side, the Philippines is the second-best customer in the 
Far East for American products, and is the second largest supplier 
from that area of imports into this country. 
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In terms of American foreign investment, the significance is equally 
striking; the Philippines ranks first as an outlet for private Ameri- 
san capital in the Far East. 

The Department of Commerce is vitally interested in the promo- 
tion of both United States trade and United States foreign invest- 
ment. We feel that the proposed revised agreement will assist both 
of these. 

My Department was, of course, represented on the United States 
delegation, and our representative had the benefit of the views of an 
informal advisory committee of American businessmen who have 
trading and/or investment interests in the Philippines. The delega- 
tion itself held extensive public hearings at which American business 
groups were well represented. 

The document which resulted from the negotiations of the 2 delega- 
tions therefore did not merely reflect the individual judgment of these 
2 small official groups but instead reflected, to a large degree, I believe, 
the desires of those segments of the American business community 
which would be most affected. 

From the public reaction which I have seen and heard, it appears 
that the final act of negotiations, now before you gentlemen as House 
Resolution 6059, has been generally well received by American business. 

Mr. Sebald has referred to the strengthening of friendly relations 
between the Philippines and the United States which will follow 
from the elimination of those provisions of the 1946 agreement which 
the Filipinos regarded as inconsistent with their sovereignty. This 
is surely a most important benefit to be derived from the recent 
negotiations. 

On the concrete investment. and trade side, much has also been ac- 
complished. The recommended abolition of the 17 percent tax on the 
sale of foreign exchange will be of immediate benefit to American 
investors in the Philippines and others who have been forced to pay 
this tax on their dollar remittance of earnings. 

And gradually all trade transactions will be benefited as the special 
import tax, which is proposed to replace the foreign exchange tax, 
is progressively diminished over the next 10 years until it is completely 
eliminated at the beginning of 1966. 

We have retained in the proposed revision national treatment for 
United States citizens and business enterprises owned or controlled 
by United States citizens with respect to the “disposition, exploita- 
tion, development, and utilization” of natural resources and the opera- 
tion of public utilities, known as the “parity fields.” 

It is also provided in the revision that the United States will ex- 
tend similar treatment to Philippine citizens and business enterprises. 
This is in line with our Government’s general policy of seeking reci- 
procity in international commercial relationships. 

Particularly significant is the proposed extension of this national 
treatment for Americans to include all business activities, not merely 
the so-called parity fields just mentioned. 

The current agreement does not carry a specific article on this sub- 
ject, although there is a general statement that the President of the 
United States could suspend all or part of the agreement if it is deter- 
mined that discrimination is being practiced against Americans by the 
Philippines. 
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What we have gained for ourselves, then, is the assurance that for 
the duration of the trade agreement, Americans and American- 
controlled firms will be able to engage in business activities in the 
Philippines on the same terms as Philippine citizens. This, together 
with the elimination of the exchange tax which especially affected re- 
mittances of profits, should act as a stimulus to American investment 
in the Philippines. 

With respect to trade as contrasted with investment, we have 
obtained a concession regarding the imposition of discriminatory 
quantitative restrictions on the importation or exportation of goods. 

The 1946 agreement contained no specific prohibition against the 
importation of a commodity to protect domestic industry must not 
revision remedies this defect by stipulating that neither country 
may institute discriminatory quantitative restrictions, except in cases 
involving import quotas to protect foreign-exchange reserves or to 
protect domestic industry. 

In the latter case, however, a discriminatory quota imposed on the 
importation of a commodity to protect domestic industry must not 
be less than the actual imports of the commodity in question during 
the immediately preceding period corresponding to the length of 
time during which the quota is to remain in effect, except that a deduc- 
tion in the quota may be made by the president of the importing 
country corresponding to the amount by which he finds domestic 
production can be increased during the period of the quota. 

Americans engaged in trade or in investment will benefit sub- 
stantially from the new provision whereby the Philippines under-. 
takes to enact legislation to complement that hiek was passed 
in the last session of the United States Congress to facilitate the 
reciprocal entry of traders and investors, 

This measure is much more important to us than to the Filipinos 
since most of the movement of traders and investors is from this 
country to the Philippines. 

So far it would appear that the concessions have been all in our 
favor. This is, of course, not the case. 

Negotiations between two friendly and sovereign nations must 
entail some equality of concessions. However, in this particular 
instance I should like to think that concessions as such have not been 
involved. Concessions imply losses, and I believe the result here 
is not that any side has lost but that each side has gained. 

In the matter of tariff preferences, because we recognize that the 
Philippines is still in a period of readjustment, we intend in the 
proposed revision to assist in this readjustment by agreeing to a 
less rapid imposition of United States duties on imports from the 
Philippines. 

Thus, instead of increasing our duties on Philippine products b 
5 percent each year as provided for in the 1946 agreement, we will 
hold the rate constant at 5 percent for the 3 years, 1956 through 1958, 
and then gradually raise the duties each 3-year period thereafter 
until July 1974, when full United States duties will apply. 

The Philippines, faced with a serious unemployment problem, is 
undertaking an industrialization program as a partial solution, and 
we hope that American investment will play a significant part in 
this program. 
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By diminishing our tariff preferences for Philippine products, 
which are now mostly agricultural, at a more gradual rate, the 
Filipinos will be given valuable time during which to complete a 
readuotivent of their economy. 

I should mention also that some of the Philippine products which 
will be most adversely affected by the imposition of United States 
import duties, such as desiccated coconut, pineapples and pineapple 
juice, and embroideries, represent substantial American investment. 

Similar considerations apply to the popes changes in the quota 
provisions for certain imports from the Philippines, which Assistant 
Secretary of Agriculture Butz has discussed. 

On the other hand, the proposed revision provides for the accelera- 
tion of the application of Philippine duties on imports from the 
United States. 

Duties on United States products would be applied at 25 percent 
of regular Philippine tariff rates beginning with 1956, and would 
increase further to 50 percent in 1959, to 75 percent in 1962, and to 
90 percent in 1965, where they would remain until 1974. 

This schedule is intended partly to offset some of the revenue which 
the Philippine Government will lose because of the elimination of the 
foreign exchange tax. 

While this preference will be less over the next two decades than 
currently called for in the 1946 agreement, it should be remembered 
that until 1974 United States products will still enjoy a measure of 
tariff preference in the Philippine market as compared with products 
of other countries. Moreover, this country has been well able to com- 
pete effectively in foreign markets where no tariff preference was 
involved, and I am confident that this will continue to be true in the 
future. 

The proposed revision of the United States-Philippine Trade A gree- 
ment is a striking example of what can be done in trade negotiations 
when good will and understanding exist on both sides. 

The Department of Commerce wholeheartedly recommends passage 
of House Resolution 6059. 

Mr. Miuis. Mr. Anderson, on page 2 of your statement you make 
the following remark : 


We feel that the proposed revised agreement will assist both of these. 


Are you referring to United States trade and United States foreign 
investment ¢ 

Mr. Anverson. Yes, sir. 

Mr. Mis. The point that disturbs me, as you perhaps have gathered 
from some of my questions is whether or not, as a practical matter, 
this agreement reaches the result that you indicate in that sentence 
on page 2 and which, of course, all of us desire. 

Chan we say that the agreement will actually promote the sale of 
goods to the Philippines? 

Mr. Anpverson. Of course it would be a normal reaction, I think, 
Mr. Chairman, to assume that when a foreign country raises duties 
against American goods that there will be a decline in the sale of 
American goods there. 

In this instance, however, I believe we must look toward the general 
development of a country such as the Philippines. It has had a good 
deal of support from us, of course, over many years. I hope it will 
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continue to attract. American capital and I hope that the industrial- 
ization will proceed with some dispatch. 

Now, I think all past history suggests that when a country does 
develop economically on a balanced basis, its trade with the world 
grows, and I would expect that to happen here, including, of course, 
increase in trade with the United States in both directions. 

It is true, of course, that we have a very dominant position now, 
two-thirds of Philippine exports, are to the United States and more 
than two-thirds of their imports are from the United States. Perhaps 
there will be some change in the character or direction of this trade. 

I would expect to find some of the soft goods like textiles, perhaps, 
to fall off somewhat, but I would expect a considerable inerease in 
American products such as machines and trucks, that are bound to be 
involved in the industrialization of a country like the Philippines. 

Mr. Mitis. What will be the effect, in your opinion, Mr. Anderson, 
of this agreement or operation under the agreement upon the economy 
of one of our possessions, say, Puerto Rico? 

Mr. Anperson. I take it you must be referring to the embroidery 
situation ¢ 

Mr. Mus. Specifically; yes. 

Mr. Anprrson. I have a few facts on that which may be of some 
interest to you. 

In 1952 we imported from Puerto Rico hand embroideries estimated 
at between $20 million and $30 million. Our own production in this 
country was about $55 million—that is machine embroidery, however, 
and thet is a 1947 figure, the last one we have. 

The imports from the Philippines in 1952 were $11 million, so that 
you can get a perspective here. I would think that $11 million, with 
an increase in the duty which is envisaged over this period of time, 
the duties range from 50 to 90 percent ad valorem, depending on the 
kind of embroidery, I would expect some falling off in the importa- 
tions of Philippine embroidery which would have to be made up 
by either Puerto Rico or our own production. 

Mr. Mus. You anticipate falling off of exports? 

Mr. Anprerson. Imports of Philippine embroidery when the tariff 
rises. 

Mr. Mirus. I was under the impression that the reverse might 
result; that it would result in the falling off of imports from 
Puerto Rico. 

Mr. Awnperson. I am quoting facts as we know them. 

Mr. Mixis. We are contemplating a new set of facts during the 
lifetime of this agreement. We are accepting this agreement, if we 
do accept it, in order to help industrialization and prosperity and 
economic growth in the Philippines, as I take it. 

Mr. Awperson. They are coming in, of course, duty-free now, you 
understand. 

Mr. Mitts. I understand, but we say that they have not had an 
opportunity to expand during this period of some 8 or 9 years that 
has intervene: since independence and we want to continue a prefer- 
ential status for a longer period of time than the 1946 agreement 
provided, in order to better enable them to attain growth that they 
desire and which we desire from them to attain. F 
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Now, as that takes place in the course of this agreement, are there 
dangers that it might affect the importation of like articles, em- 
broidery, for example, from Puerto Rico? 

Mr. Anverson. | would think probably just the reverse, Mr. Chair- 
man, for this reason: We are importing $11 million out of a total 
consumption in this country of embroidery of $88 million or $90 
million, something like that. The embroidery from the Philippines 
and from Puerto Rico comes in duty free. 

Now under the 1946 agreement or, indeed, under this agreement, the 
next 20 years the Filipinos will begin to have to pay a fairly high 
duty. 

Mr. Mirts. Not a very high duty? 

Mr. Anverson. It will rise to a total 

Mr. Mizzs. Until 10 years from now. 

Mr. Anperson. It will go up gradually. The minimum duty on 
cotton Wearing apparel embroidery is 50 percent ad valorem, and on 
linen handkerchiefs it is 90 percent. So that 20 years from now that 
will be the duty. 

Mr. Miuts. I am viewing the situation under the terms of the 1946 
agreement and under the terms of this proposed agreement. 

“Certainly the rate of duty on embroidery from the Philippines 
would go up at a less rapid rate under this considered agreement than 
under the 1946 agreement ? 

Mr. Anperson. Of course. 

Mr. Mitis. Then I am thinking also in terms of the fact that the 
minimum wage may increase in Puerto Rico and on the mainland of 
the United States, but there is no corresponding proposal to increase 
minimum wages in the Philippines, so far as I know. 

I wonder, therefore, if we are to any extent jeopardizing the pros- 
perity of one of our own possessions which is also trying to indus- 
trialize, trying to build, economically. 

If you have given thought to it and you are satisfied that there is 
no danger in that respect, you will go a long way in satisfying my 
thoughts. 

Mr. Anperson. Well, I think, sir, I would expect, that Puerto Rico 
would be very enthusiastically in favor of this act because it removes 
the only other offshore territory which enjoyed complete, up to now, 
tariff preference. 

Mr. Mitts. If we do not act on this, though, Mr. Anderson, I think 
you will admit that that free trade that we now enjoy with the Phil- 
ippines will disappear, too, so that we do not have to pass this in 
order to provide an increase in the rate of duty on Philippine em- 
broidery ; that is my point. 

Mr. Anverson. The 1946 agreement will do that. 

Mr. Mius. The 1946 agreement will do that and the agreement con- 
templated by H. R. 6059 will do that at a less rapid rate; that is what 
prompted my question. 

Mr. Anperson. If your question, then, is addressed entirely to the 
difference between this and the 1946 agreement, then of course you 
are quite right that the less rapid imposition of duties on embroid- 
eries will be to the disadvantage of the competitive Puerto Rican as 
against the 1946 rate. 
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Mr. Muzs. My point is this: Are we putting them at a disadvantage 
to such an extent that we may interfere with their growth since they 
too, are dependent to a large extent on trade with the United States! 

Mr. Anverson. I doubt it, sir, for the reason that their production 
is around 2 or 3 times what it is in the Philippines and they have been 
doing quite well in this market since they are competing with machine 
embroidery which is less desirable from the quality standpoint. 

Mr. Mus. I hope you are right. 

Any further questions ? 

Mr. Mason of Illinois. 

Mr. Mason. If the Puerto Ricans lift their minimum wage they are 
doing it to their own disadvantage if the Filipinos do not have a 
minimum wage, and if we lift our minimum wage, as has been recom- 
mended, our $57 million of product on this will certainly be affected 
so that is out of the question entirely. 

The only question I can see is that we have been giving free trade, 
but under the 1946 agreement we are going to put some tariffs on and 
under this we are going to put the tariffs on a little more slowly than 
under the 1946; that is the only difference that I can see in the whole 
program, that the minimum wage is up to the countries themselves. 

Mr. Miuis. Any further questions? 

If not, Mr. Anderson, we appreciate your appearing before the 
committee and thank you for the information you have given the 
committee. 

The committee will recess until 2 o’clock this afternoon. 

(Whereupon, at 12:25 p. m., the committee recessed, to reconvene 
at 2 p. m. of the same day.) 


AFTERNOON SESSION 


Mr. Mitts (presiding). The committee will come to order. 

The next witness is Mr. Howard E. Smith. Mr. Smith? 

Would you please come forward, and give your name, address, and 
the purpose of your appearance, for the benefit of the record ? 


STATEMENT OF HOWARD E. SMITH, TECHNICAL DIRECTOR, GEN- 
ERAL PAINT CORP., SAN FRANCISCO, CALIF., APPEARING IN 
BEHALF OF THE NATIONAL PAINT, VARNISH & LACQUER ASSO- 
CIATION, INC. 


Mr. Smiru. My name is Howard E. Smith. I am appearing on 
behalf of the National Paint, Varnish & Lacquer Association, Inc. 
My address is San Francisco, Calif. 

Mr. Miutzs. You may proceed with your statement, if you wish. 

Mr. Smirxn. Mr. Chairman and members of the committee, my 
name is Howard E. Smith, and I am technical director of the General 
Paint Corp., whose main offices are located at 2627 Army Street, San 
Francisco, Calif. I am appearing on behalf of the National Paint, 
Varnish & Lacquer Association, Inc. 

The National Paint, Varnish & Lacquer Association is a nonprofit 
corporation organized under the laws of the State of Delaware, with 
its prinicipal offices at 1500 Rhode Island Avenue NW., Washington, 
D. C. Its approximately 1,400 members are engaged in the manu- 
facture and distribution of paint, varnish, lacquer, and allied prod- 
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ucts, or of the materials used in such manufacture, and collectively, 
they produce about 94 percent of the total national volume of these 
products. 

Many of the association’s members, including General Paint Corp., 
distribute their products in the Philippine Republic and have always 
enjoyed cordial relationships with that nation and her citizens. Con- 
sequently, any revision of the trade agreement between the Philippine 
Government and the United States Government is of considerable 
interest to association members. 

I would like to take this opportunity to express the appreciation 
of the association and myself for being afforded this privilege to 
present our views to your committee. 

The association has been closely following the negotiations between 
representatives of the Philippine Republic and our Government which 
culminated in the introduction of H. R. 6059 on May 5, 1955, by the 
Honorable Jere Cooper. Let me say at this point that the associa- 
tion considers the bill an excellent piece of draftsmanship as a whole. 
We feel that generally it will tend to correct some inequities in trade 
relationships which the passage of time has shown exist under the 
present agreement. We further believe that a revision of the present 
Trade Agreement Act is necessary. 

After careful study of H. R. 6059, it is our opinion that certain 
clarifying amendments are necessary in order to completely dispose 
of those injustices which are presently operating to the detriment of 
both United States and Philippine citizens. 

When the Philippine Republic was established in 1946, Congress 
enacted the Philippine Trade Act of 1946, Public Law 371, 79th Con- 
gress, 2d session. The congressional intent of this legislation was 
clearly expressed in this committee’s report on the bill, House Report 
1821, March 26, 1946, as follows: 


The primary objective of this bill is the establishment of mutually advanta- 
geous trade relations between the United States and the Republic of the Philip- 
pines for a period of 28 years following the latter's independence on July 4, 1946. 

The authors of H. R. 6059 obviously wish to continue this aim as 
they have included the following language in section 202, lines 23-25, 
page 2, and lines 1-7, page 3: 

The President of the United States of America and the President of the 
Republic of the Philippines, mindful of the close economic ties between the people 
of the United States and the people of the Philippines during the many years 
of intimate political relations, and desiring to enter into an agreement in keep- 
ing with their long friendship, which will be mutually beneficial to the two 
peoples and will strengthen the economy of the Philippines so as to enable that 
Republic to contribute more effectively to the peace and prosperity of the free 
world, have agreed to the following articles. 

We firmly believe that the letter and spirit of this intent should be 
closely followed in the provisions of the agreement so that its opera- 
tion will prove to be truly mutually beneficial to the citizens of both the 
United States and the Philippine Republic. In our opinion these 
objectives of the agreement would not be reached by the inclusion 
of two provisions now contained in H. R. 6059. 

The first of these is found in section 7, of article I, lines 3-25, page 7, 
and lines 1-23, page 8. sod © ; , 

On March 28, 1951, the Philippine Republic approved Republic Act 
601, an act to Impose a Special Tax on Foreign Exchange Sold by 
the Central Bank of the Philippines and its Agents, which imposed a 











72 PHILIPPINE TRADE AGREEMENT REVISION ACT OF 1955 


17 percent exchange tax on all transfers of foreign, including United 
States, currency with Philippine money. 

This statute had the same effect as placing a 17-percent customs 
duty on all United States commodities, including paint products, 
imported by the Philippines even though the Trade Agreement Act 
of 1946 prohibited any customs duties on United States products until 
July 4, 1954, extended by Public Law 474, 83d Congress, 2d session, to 
December 31, 1955. 

Section 7 of article I of the agreement embodied in H. R. 6059 
directs the Philippine Republic to repeal this tax and in lieu thereof 
to impose a temporary special export tax on all articles imported by 
the Philippines. The section also provides that this import tax shall 
not exceed the present foreign exchange tax of 17 percent and shall 
be reduced at the rate of 10 percent per annum during each year for 
the next 10 years, with final termination on January 1, 1966. 

The association would prefer complete elimination of the foreign- 
exchange tax without the addition of an import tax. Since abolition 
of the 17 percent tax appears to be contrary to the wishes of both Gov- 
ernments, its gradual reduction as provided in section 7 is considerably 
more satisfactory than unlimited continuation. Its enactment would, 
in time, ease the burden now placed on United States manufacturers of 
paint, varnish, and lacquer by the foreign-exchange tax. 

However, section 7 also provides that under certain conditions, the 
Philippine Republic is not required to reduce the import tax by 10 
percent per annum. 

We respectfully submit that this last portion of section 7 is unneces- 
sary and fails to give the relief afforded by the first portion of the 
section. The Philippine Republic has been collecting this tax for the 
past 4 years. There is no similar tax imposed by this Government 
on articles imported from the Philippines and none is provided for in 
H. R. 6059, nor is any contemplated. It is our contention that in 
order to carry out the spirit of the agreement, as set forth in the 
preamble cited hereinbefore, that no provision should be made pro- 
hibiting the scheduled periodical reduction of the special tax. 

The conditions under which the Philippines are now required to 
reduce the special temporary import tax are geared to the revenue 
received from the foreign exchange tax during 1955. In the course 
of a 10-year period, during which the import tax is authorized under 
section 7, many events can occur which would offer the Philippines 
opportunity to maintain a high import-tax level in addition to regular 
customs duties. We firmly believe that any restrictions against the 
lowering of the tax, even though not mandatory, are unnecessary 
and should not be included in this agreement. 

We therefore strongly urge this committee to amend H. R. 6059 by 
deleting the language in section 7 of article I commencing on line 13, 
page 7, with the words “if, as a result of applying—” to and includ- 
ing the words “deficiency arising from the operation of this provi- 
sion” on line 11, page 8. Such an amendment would assure United 
States citizens of graduated relief, thus permitting manufacturers 
eats their products to the Philippines to formulate long-range 
plans. 

Lb. wish to cal] the committee’s attention to another provision of 
the bill. 
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Section 2 (a) 2 of article III permits the President of either the 
United States or the Philippines to impose an import quota on any 
article when he finds such action is necessary to— 

forestall the imminent threat of, or to stop, a serious decline in [the] monetary 
reserves, or, in the event [the] monetary reserves are very low, to achieve a 
reasonable rate of increase in its reserves, 

We wish to point out that by the inclusion of this section very little 
change is made in the exiting conditions which permit the Philippine 
Republic to ban the importation of any articles of the United States. 

On July 1, 1951, the Philippine import control law, Republic Act 
650, became effective. This statute was designed to impose import 
controls where declining monetary reserves dictated restrictions. 
Under this statute the Philippines can completely ban the import of 
any nonessential article. On March 29, 1955, under the authority of 
this law imports of ready-mixed paint were banned by the Philippine 
officials without any prior notice. Section 2 (a) 2 offers no relief to 
United States citizens who have suffered as a consequence of this 
inequitable law. Paint, or any other commodity, could be frozen out 
of the Philippines if the local authorities deemed its continued import 
threatened a serious decline in monetary reserves. 

From the establishment of the Philippine Republic until the begin- 
ning of 1952, paint products moved freely from the United States 
into the Republic, as was originally contemplated by the 1946 trade 
agreement. The quantities of paint, varnish, and lacquer imported 
by the Philippines from this country increased each year, with the 
exception of 1950, when the Korean hostilities necessarily curtailed 
exports because of military demands. The following figures—source : 
United States Department of Commerce—llustrate this rise in Phil- 
ippine imports of United States paint products: 1947, $3,969,000; 
1948, $4,252,000; 1949, $4,922,000; 1950, $2,647,000. 

The adoption of the foreign exchange law and the import control 
law in 1951 had a marked effect on exports of United States paint, 
varnish, and lacquer to the Philippines. In 1951, products of this 
industry valued at $4,549,000 were sent by domestic manufacturers 
to the Philippines. In 1952, the year after these 2 restrictive laws 
were placed on the books, paint-product exports to the Philippines 
dropped to $2,285,000—over 50 percent. 

Since 1952, United States paint producers have endeavored to over- 
come the obstacles created by these laws. As a result of their efforts, 
imports of paint products increased to $4,500,000 in 1953, and $5,200,- 
000 in 1954. 

This recent ban on the imports of ready-mixed paints has already 
had serious effects on United States manufacturers who ship their 
paint products to the Philippines. Its continuation under present 
law, and authorization under H. R. 6059, will be most detrimental to 
both the United States and the Philippine Republic. 

The Republic of the Philippines a only 4 paint manufacturing 
plants to serve the needs of her 19,519,000 citizens. We submit that 
these facilities are inadequate to supply the quantities of paint prod- 
ucts which are so essential to the protection of Philippine homes, fac- 
tories, industrial equipment, and manufactured articles. 

The tropical climate with its high humidity prevalent throughout 
the Philippine Republic makes protective coatings, especially on 
metal, mandatory. The four Philippine paint plants are not in a 
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position to manufacture the large number of special types of finishes, 
adaptable to Philippine climate, which are now imported principally 
from the United States. Among these items are automotive lacquers 
and enamels, baking enamels, screen-process colors, varnishes, and 
specially formulated equipment enamels required for the maintenance 
of machinery used in sugar centrals, mines, copra factories, and other 
industrial and warehousing installations. Many of these specialized 
finishes require costly research and highly specialized technical know]- 

edge to develop. 

Under section 2 (a) 2 the Philippine Government could conceivably 
also ban the import of these highly specialized finishes which are so 
vital to the needs of Philippine industry and nationals. Such action 
would unjustly deny the Philippine Republic the benefits of these 
protective coatings. 

We further submit that if all paint products were banned from the 
Philippines, which could occur under this section, the present paint 
importers would be forced out of business resulting in a considerable 
loss of tax revenue to the Government. And, of course, the loss of some 
jobs to the Philippine nationals. 

Not only would such ban be detrimental to Philippine nationals 
but it would also result in losses to citizens and industries in the 
United States. 

The paint, varnish, and lacquer industry employs approximately 
75,000 persons in its 1,400 separate plants, which are located in all 
sections of the country. The 1954 sales of $5,200,000 to the Philip- 
pines represents a source of employment and income to United States 
citizens and income to taxnaying domestic firms. Any restrictions 
on the import of United States paint products by the Philippines 
necessarily leads to some unemployment in this country and a decrease 
in revenue to both Federal and local governments. 

From the foregoing it is apparent that the inclusion of section 2 
(a) 2 of article III offers little or no relief to United States manu- 
facturers of paint products, as well as other commodities which have 
been banned by the Philippine Government under their import con- 
trol law. We contend that the authority to impose quotas, which 
could be zero, thus imposing a ban on United States imports, imposes 
an unjustifiable burden on domestic manufacturers. It offers no 
change from the existing law which is, to say the least, inequitable. 

The second provision of the agreement which we feel requires 
amendment is found in section 3 of article III. That section, which 
is a welcome one under present conditions, provides that either country 
desiring to place a quota on imports of the other must— 
give notice to the other country as far in advance as may be practicable and 
shall afford it an opportunity to consult in respect of the proposed action. 

We feel that a definite time limit should be set forth in the bill, and 
that interested citizens of both countries should be afforded the oppor- 
tunity to present their views at a public hearing. This would assure 
citizens of both countries that no arbitrary action on import quotas 
would be taken. Consequently it is recommended that the language of 
section 3 of article ITI be amended to read as follows: 


3. Either country taking action pursuant to the provisions of this article shall 
sive a minimum of 6 months’ notice to the other country and shall afford it and 


the citizens of both countries ample opportunity to present their views in respect 
to the proposed action. 
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It is respectfully submitted that the amendment to section 3 of 
article III would be most beneficial to citizens of both the United 
States and the Philippines. 

Again let me repeat that in the opinion of the association, the major 
portion of H. R. 6059 is an excellent bill. It is only those sections, 
mentioned before, which we feel require amendment in order to carry 
out the objectives of the agreement to mutually benefit citizens of both 
countries. We therefore strongly urge this committee to report H. R. 
6059 favorably to the House of Representatives with the amendments 
of section 7 of article I and section 3 of article III as set forth here- 
inbefore. 

Mr. Mitts. Does that complete your statement, Mr. Smith? 

Mr. Smiru. Yes, sir. 

Mr. Mitts. Are there any questions? 

Mr. Mason. No, I do not have any questions. It is pretty clear, 
I believe. 

He makes three points. He says the bill generally is very good, but 
there are three things that they object to. One, of course, is the sub- 
stitution of import duties for this 17 percent. The part that they ob- 
ject to mostly is the escape clause which says, “We do not have to cut 
it 10 percent a year if we find it is embarrassing to us.” The other, of 
course, is the quotas which they have been assessing. 

Then, in this reciprocal-quota thing, he wants a definite time, 6 
months rather than adequate notice, or some such vague statement. 

Are those the points that you have made? 

Mr. Smirn. Very well put, sir. We had no notice at all on the im- 
position of the quota before. 

Mr. Mason. And you do want a definite time of 3 months, 6 months, 
or whatever it is. 

Mr. Situ. Yes. 

In practice, what happened is that we would have built up a sub- 
stantial investment in the country had our products curtailed abruptly 
with no supply for the interim period. We believe the duties will 
be, of necessity, imposed by the Philippines, and we are planning to 
have a plant there. We have made application to the Central Bank 
along with other American people. But in the meantime, for several 
months, we have no way to maintain our market. 

Mr. Mason. That is all, Mr. Chairman. 

Mr. Mirus. Mr. Smith, as I understand you, on page 5 you call our 
attention to the fact that on March 29, 1955, under the authority of 
this law—that is, the Import Control Act of the Philippines—imports 
of ready-mixed paints were banned by the Philippine officials with- 
out any prior notice? 

Mr. Smiru. That is right. 

Mr. Mitts. Do you mean to say these shipments that you formerly 
made are now not permitted ? 

Mr. Smirn. The only shipments we can make are those for which 
we already had letters of credit and outstanding orders, which, in 
our case, was a very small amount in regard to our annual sales. 

Mr. Mitus. This agreement, as I understand, was completed by the 
American and Philippine teams sometime in December 1954. So 
this action banning ready-mixed paints occurred after the negotiations 
on this agreement had been completed. 
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Do you have any information about why the Wiphippine Govern- 
ment took this action with respect to ready-mixed paint 

Mr. Smirn. The reference, of course, is to their escape clause and 
monetary reserve being down something, I think, on the order of 
$250 million. We feel in a practical way that the two clauses in the 
act now provide so much latitude for escape that while we may 
give lip service to the ideas of the preamble, in practice it has not 
Sea that way. 

Mr. Mus. In other words, you view this arrangement as one which 
would permit a continuation of existing limitations upon American 
imports into the Philippines, and, of course, provides no cornpep tet: 
ing treatment here with respect to Philippine imports to the United 
States. 

Mr. Smiru. That is exactly how we feel. 

Mr. Mus. In that respect, it does not carry out the preamble as 
stated ? 

Mr. Smrru. It allows the preamble to be, let us say, not referenced 
in the actions. That is correct. 

Mr. Mus. The preamble sounds good but you worry a little bit 
about the details that we have in the agreement 

Mr. Smrru. That is well put, sir. 

Mr. Mitxs. I am more worried than you are about one point of 
this. You are concerned about the imposition of quotas. Could not 
the Philippine Government, under this agreement, or notwithstand- 
ing the agreement, accomplish the same objective by increasing its 
tariff duties? 

Mr. Smirn. We believe that probably will happen as a practical 
measure. We are planning to do what most of our sister organizations 
do, to say we face that situation, it is the country’s right, and we 
will put a plant there. What has happened to us, as we see it, is 
this: Supposedly when we negotiated the Treaty of Independence 
with the Philippines, we said for 10 years we are brothers, our goods 
will move freely and the Americans will be treated as the Filipinos 
on an equal basis. In March of this year, we have reason to say that 
that is not quite so. The differences in the monetary saving in im- 
porting paint, finished paint, and the raw materials are fairly inconse- 
quential. It seems now that the latitude is such that either inad- 
vertently, unintentionally or otherwise, discrimination has occurred. 
I notice in the previous testimony they kept referring to the word 
nondiscriminatory. It sems to us that does not ring quite true. 

We already had parity of treatment in the rest of the world, and 
the Philippines were outside. We had special arrangements with the 
Philippines. We were to be treated the same as her citizens. If 
they quit manufacturing paint or importing materials, it would be 
different. But the use of the escape tees and the abandoning com- 
pletely of our products, seems to be grossly contrary to the idea that 
we were to be treated the same as Philippine nationals for the duration 
of that 10-year treaty, which has now been extended to 12 years, I 
believe. 

That, I think, bothers us more than anything else. We do not object 
to their right, naturally, to have customs duties, to set any duties. 
But to treat the American firms differently than the Philippine firms 
under that escape clause looks like using the clause for purposes other 
than what was intended. 
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Mr. Mus. Have you at any time since March 29, 1955, taken up 
this problem with the State Department ! 

Mr. Smiru. Yes; we have. We, of course, have taken it up with 
the Philippines, on the part of the State Department. I believe they 
feel it is an internal matter. 

Mr. Mius. They feel it is an internal matter ‘ 

Mr. Smiru. An internal Philippine matter. 

Mr. Mitts. In other words, it is a matter for them to decide entirely / 

Mr. Smiru. Yes. 

Mr. Miuus. You could not get them to approach the Philippine 
Government on the question of :ifting the ban ? 

Mr. Smiru. To the best of my knowledge, the statement was it 
was a matter for us to take up with the Philippines. 

Mr. Mus. A matter for you but not for the State Department? 

Mr. Smiru. That is right. 

Mr. Mitts. Are we to understand, or do you understand from your 
conversation with the State Department, that any like action under 
this proposed treaty or agreement would also have to be taken up 
with the Philippine Government rather than with our own Govern- 
ment ¢ 

Mr. Smrru. My personal opinion, sir, is that as long as the action 
was not against United States suppliers only, it seemed to fall in a 
semantic trap, the definition of discriminatory. 

In other words, the quota was not against us alone. It was against 
all nations. 

Mr. Mason. But in view of the fact that we were supplying most 
of it, it did hit us the hardest. 

Mr. Smiru. We will go back further, sir. We felt that the rela- 
tionship under the 1946 treaty, between the United States and the 
Philippines was an unusual one, and not common to the custom rela- 
tionships of the world. The State Department’s feeling is that the 
embargo was not discriminatory. So I think we are back to the defi- 
nition of the word. Commonly, in world trade affairs, if one nation 
is treated equally with the others, that makes sense. But we felt that 
our case in the Philippines represented a separate case as defined by 
the preamble of the 1946 treaty. 

Mr. Mitts. Mr. Smith, let me ask you this final question: As a busi- 
nessman who has traded over a period of years with Philippine na- 
tionals, do you think that this bill will promote the shipment of 
American goods to the Philippines as it does promote the shipment 
of Philippine goods to the United States? 

Mr. Smiru. I feel this bill rather serves a greater purpose, a politi- 
cal purpose, in opening a road to bolster the Philippine economy. 
What it will do is hurt those of us who have already, as individual 
companies, supported the economy. Instead of the United States 
underwriting in a broad way, we are opening two doors which the 
Philippines will use for their own commercial growth, exploitation 
and protection of their industries, and so on. 

That, in a sense, is a sacrifice that will be asked of us who have 
already been there. I think we all will have to pay. I have no alter- 
nate proposal. 

It seems to me that the two escape clauses are, in practice, broad 
enough so that our policymakers shall say that we have opened the 
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way to the Philippines to grow without an overall national subsidy. 
That is a policy far beyond our right to discuss or know much about. 
But in a practical way, as a businessman, I feel that that is about what 
it amounts to. 

Mr. Muius. Are there any further questions? 

Mr. Baker of Tennessee, will inquire. 

me Baxer. Is there any domestic paint industry in the Philip- 
pines 

Mr. Smirn. Yes, there are some small plants. There are now three 
American firms who have applications pending to put plants there, 
including us. 

Mr. Baxer. Are the plants there now owned by the Philippine 
veople ? 

' Mr. Smirn. Yes. One, I believe, is American-owned and the rest 
are nationally owned. 

Mr. Baxer. Do they have their own materials and ingredients? 

Mr. Smiru. The Philippines have very few of the essential mate- 
rials from which paint is made. As far as I know, in a practical way, 
no key raw materials are natural to the Philippines. 

Mr. Baxer. Where do they get that? Do they get that from the 
United States? 

Mr. Soir. There would be world-wide sources. The chemicals 
today used in paint are made in all the great industrial nations. We 
are almost self-sufficient, but so are some of the other industrial na- 
tions of the world. 

Mr. Baxer. With respect to this ban of March 29, did they apply 
that to anything besides ready-mixed paint? 

Mr. Smitru. Yes. The previous witnesses, I believe, listed several 
items to which it was applied. 

Mr. Baxer. And at the same time? 

Mr. Smitu. Yes, sir; at the same time. 

Mr. Baxer. That is all. 

Mr. Miuus. Are there any further questions? 

If not, we thank you, Mr. Smith, for your appearance and the in- 
formation given the committee. 

Mr. Smirn. Thank you, sir. 

Mr. Mitus. The next witness is Mr. Merle D. Thompson. 

Please come forward, Mr. Thompson, and give your name, address, 
and the capacity in which you appear for the benefit of the record. 


STATEMENT OF MERLE D. THOMPSON, INSULAR LUMBER CO., 
PHILADELPHIA, PA., APPEARING IN BEHALF OF THE PHILIPPINE 
COMMITTEE OF THE NATIONAL FOREIGN TRADE COUNCIL, INC., 
NEW YORK, N. Y. 


Mr. TuHompson. Mr. Chairman and members of the Committee on 
Ways and Means, United States House of Representatives; my name 
is Merle D. Thompson. I am chairman of the executive committee 
of the Insular Lumber Co., 1405 Locust Street, Philadelphia 2, Pa., 
and chairman of the Philippine committee and a director of the Na- 
tional Foreign Trade Council, 111 Broadway, New York 6, N. Y. 

The Insular Lumber Co. is an American-owned enterprise which, 
for 50 years, has been a in lumber milling operations in the 
Philippines, both for the Philippine and export markets. The Na- 
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tional Foreign Trade Council is a voluntary, nonprofit association in- 
corporated under the laws of New York State which comprises in its 
Nationwide membership manufacturers, merchants, exporters, and 
importers, rail, sea, and air transportation interests, bankers, insurance 
underwriters, and others interested in the promotion and expansion of 
this Nation’s foreign commerce. 

I am appearing today on behalf of the Philippine committee of the 
National Foreign Trade Council. The concern of this committee, 
based on business experience in and with the Philippines over many 
years, is with maintaining and strengthening the best possible general 
environment and framework for commercial relations between the 
United States and that country. During the last 2 years this com- 
mittee has given close and continuing attention to the subject of pos- 
sible revisions in the Philippine Trade Agreement of 1946 as requests 
for such revisions have been made by the Philippine Government, 
and subsequently considered and jointly developed by representatives 
of the two countries. 

The NFTC Philippine committee urges favorable action by the 
United States Congress with respect to H. R. 6059, the bill presently 
under consideration. Our committee endorses the recommendations 
for revision in the 1946 trade agreement between the United States 
of America, and the Republic of the Philippines which were agreed 


to in the Final Act of Negotiations signed on December 15, 1954, by 
Senator Jose Laurel, chairman of the Philippine economic mission 
to the United States, and Mr. James M. Langley, chairman of the 


United States delegation for Philippine trade negotiations. 

We know that the chairmen and members of the United States and 
Philippine delegations, in jointly reaching the recommendations em- 
»odied in H. R. 6059, worked hard for long weeks, and even months 
previously in preparation. During this period opportunity was given 
to interested persons in both countries to present their views. In the 
actual negotiations there is reason to believe that the representatives 
of both countries presented their views forcefully, but honestly, and 
strove for agreement. The result was, as it had to be, a compromise. 
It was not perfect, but infinitely better from every standpoint than 
failure to reach an agreement. Such failure, in our view, would have 
been ‘disastrous, not only from a diplomatic and defense standpoint, 
but also because it would have left business prospects in a state of 
total confusion. 

The present-day conditions of stability and progress in the Philip- 
pines are notable among the nations of the Far Kast, and reflect in 
important measure the continuing close cooperation which has existed 
between the business communities and Governments of the two coun- 
tries. It is a basic fact that a special relationship has existed between 
the United States and the Philippines for over half a century, and 
that the independence of the Philippines since July 4, 1946, has not 
and cannot erase the effects of this relationship. Neither the 1946 
trade agreement under the so-called Bell Act, nor the revised agree- 
ment embodied in H. R. 6059, are ordinary commercial treaties or 
agreements, but are a definite expression of a special relationship 
which has made the Philippines a principal bastion of the free world 
in the Far East. 

I cannot state too strongly the importance of this broad, overall 
agreement having been reached upon the basis of reciprocity and 











SO PHILIPPINE TRADE AGREEMENT REVISION ACT OF 1955 






















mutual good will. It was signed by the representatives of two free 
peoples. It has been endorsed by the Philippine Congress. It 
enhances general prospects for mutually beneficial commercial rela- 
tions. And, finally, it is a timely and real counteraction to Commu- 
nist blandishments and misrepresentations in all parts of Asia, 

It is my firm belief that only one course of action is plainly indicated 
to us—to support the proposed bill, H. R. 6059, which embodies the 
revision of the 1946 trade agreement which has been agreed to by 
representatives of both countries. 

Thank you. 

Mr. Mitts. Does that complete your statement, Mr. Thompson ? 

Mr. THompson. Yes, sir. 

Mr. Miis. Are there any questions? 

Mr. Mason, of Illinois, will inquire. 

Mr. Mason. I do not have a question, Mr. Chairman, but I do have 
a summary or a statement. 

In substance, you are asking this committee, or you are recommend- 
ing to this committee, to swallow this agreement even if it does have 
some thorns in it, is that not practically : what your statements mean ¢ 

Mr. Tuompson. I would say, as I stated when I spoke, that it is not 
perfect by any manner or means. It is a compromise arrangement. 

Mr. Mason. But you are asking us to swallow it with its imper- 
fections. 

Mr. THomeson. The only answer I would make, Mr. Congressman, 
is that a couple of years ago in Shanghai I saw a Chinese merchant 
doing up five eggs for a lady purchaser, doing them up into a parcel. 
It was a work of art the way he put those five eggs in a parcel that 
had a little string tying the eggs together. 

You could not take one string off of that package without destroying 
the package. It is a package deal, I am frank to say. 

Mr. Mason. We would destroy the whole thing if we tried to amend 
it and take out some of those imperfections? 

Mr. THompson. | could not say that, sir; that would not be for me 
to make a suggestion such as that. 

Mr. Mason. That is all, Mr. Chairman. 

Mr. Mitts. Are there any further questions ? 

If not, we appreciate, Mr. Thompson, your appearance and the 
information you have given the committee. 

The next witness is Mr. William E. Murray. 

Would you give your name, address, and tle purpose of your appear- 
ance, Mr. Murray ? 


STATEMENT OF W. E. MURRAY, PRESIDENT, PHILIPPINE 
AMERICAN CHAMBER OF COMMERCE 


Mr. Murray. | am W. E. Murray, representing the Philippine 
American Charaber of Aer 
Mr. Mitts. Mr. Murray, you may proceed to present your state- 
ment without interruption. 
Mr. Murray. The Philly ppine American Chamber of Commerce is 
a nonprofit organization, Taneeed ated in 1920 in the State of New 
York. 
Mr. Minis. Are you a resident of the State of New York, Mr. 
Murray ? 
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Mr. Murray. Yes, sir. 

The purpose of this organization is to foster and promote trade, 
commerce, mutual welfare, and other business relations between the 
United States and the Philippines and their respective peoples, and to 
serve those persons and organizations having financial, trade, business, 
and professional interests in either or both countries. 

The chamber membership consists of 133 individuals and business 
firms, all of whom have substantial investments, trade, or other inter- 
ests in and with the Philippines. The scope of our membership 
includes: 

(a) American corporations who have made the largest capital in- 
vestments in plants and facilities within the country ; 

(6) American firms located in the Philippines engaged in the ex- 
port of Philippine goods or the import of American goods; 

(ec) Transportation companies operating between the United 
States and the Philippines; 

(d) American firms located in the United States exporting and im- 
portmg to and from the Philippines through local agents or brokers; 

(e) A few firms that can be considered entirely of Philippine na- 
tionality, and ownership. 

American commercial relationships since Philippine independence 
on July 4, 1946, have, of course, been based on the Philippine Trade 
Act of 1946, and from the American point of view we feel that by and 
large the provisions of this act have been satisfactory. Our organi- 
zation has always recognized the fact, however, that there were cer- 
tain aspects of this act that would prove detrimental to the Philippine 
economy starting June 30, 1954. 

We believe that it is to the best interests of the United States in its 
relations with the Republic of the Philippines, and in the best inter- 
ests of the American investor in the Philippines and American trade, 
in general, that this country take all reasonable means to insure a 
strong and viable economy in the Philippines. 

In the pursuit of this objective the Philippine American Chamber 
of Commerce has made an exhaustive study of the existing trade rela- 
tions and has carefully analyzed a number of suggestions that were 
advanced over the past several years for amending the Philippine 
Trade Act of 1946. Our chamber supported legislation passed by the 
Congress last year which led to the appointment of a joint group from 
the two countries to study this matter and recommend such changes 
as seemed appropriate. 

In response to a request. from the chairman of the United States 
Delegation for Philippine Trade Negotiations, the chamber submitted 
a brief on October 19, 1954, which included the following recommen- 
dations for their consideration: 


1. TARIFF PREFERENCE (ART. I) 


The maintenance of tariff preferences is considered essential to the 
continued prosperity of the agricultural export economy of the Philip- 
pines and should not be abandoned. The board suggests considera- 
tion of a change to a system of straight tariff preferences which would 
permit the Philippines to impose whatever duties it feels are necessar Vv 
to increase governmental revenues and to protect infant industries. 
Under the suggested system, Philippine products would enjoy a tariff 
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preference which would assure a continued market in the United States 
and American products would have a tariff preference in competing 
in the Philippines with products of other foreign countries but would 
not compete with local Philippine products. The board realizes that 
this must be accomplished in a manner not in conflict with GATT. 


2. COMMODITY QUOTAS AND THEIR ALLOCATION (ARTS. II AND IIT) 


We recommend that the commodity quotas and their allocation 
as provided for in articles II and IIT of the Philippine Trade Act of 
1946, be retained without modification. 


3%. EXCHANGE RATES AND CONTROLS (ART. V) 


The board feels that the maintenance of the 2-to 1 ratio of the peso 
to the dollar has been a very stabilizing influence in the economic 
development of the country, and will remain so for the future. 
Any devaluation of the peso would produce unfortunate results in 
the economy of the Philippines. However, we offer no objection 
to the elimination of the currency-stabilization clause, realizing that 
the argument for its removal is based on infringement of sovereignty, 
and recognizing that the Philippine Government is a member of the 
International Monetary Fund. The board recognized the splendid 
accomplishments of Governor Cuaderno of the Central Bank and his 
associates in maintaining the stability of the Philippine peso. We 
suggest that the elimination of the currency-stabilization clause be 
accompanied by the strongest possible declaration of the Central 
Bank that the existing ratio will be maintained. 


4. NATIONAL TREATMENT FOR AMERICANS IN THE DEVELOPMENT OF 
PHILIPPINE NATURAL RESOURCES (ART. VII) 


The board feels most emphatically that the parity clause should 
be retained. 

A legal study conducted for this chamber demonstrates that many 
substantial American business enterprises now engaged in the Philip- 
pines in the activities covered by the parity clause could not continue 
to do business if it is terminated. A very substantial investment of 
American capital playing an important role in Philippine economy 
has been made under the terms established by the 1946 act and a with- 
drawal or a substantial diminution of these rights would be a breach 
of faith and would have a catastrophic effect upon the economy of 
the Philippines. The present legislative situation in the Philippmes 
presents almost insurmountable obstacles to the participation of 
foreign capital in any program of industrialization except in the 
fields covered by the parity clause. Termination of that clause, in 
addition to damaging the confidence of foreign investors in the sta- 
bility of any program to invite foreign capital, would also destroy 
the only existing legal basis for the participation of American capital 
in a program of industrialization. 

As we have stated above, to the greatest extent possible a revised 
trade act should be mutual and reciprocal. Even with article VII 
of the Trade Act of 1946, existing Philippine laws do not provide 
treatment equal to that which Philippine nationals receive in the 
United States under the laws of most of the several States. There- 
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fore, a continuation of article VII or a broadening of its scope is 
strongly urged. 


5. NONDISCRIMINATION AND TERMINATION (ART. X) 


We believe that the provision for suspension and termination should 
be included in the agreement but that such provisions should be equally 
available to both parties. 


6. IMMIGRATION 


We believe that Filipinos should be permitted to enter the United 
States for the conduct of business without restriction as to number. 
Such action has already been taken by the United States in Public Law 
419 of June i8, 1954. Similar rights of entry for Americans into 
the Philippines is essential to the continued conduct of business of 
existing American enterprises in the Philippines and is a basic requisite 
in any program of industrialization which seeks to induce new Ameri- 
can capital. We feel that the Philippines should enact legislation 
similar to Public Law 419. We wish to emphasize that our concern 
is for a “treaty merchants” status and not immigration which might 
involve change in citizenship. 

We might add that the foregoing recommendations were based on 
questionnaires submitted to our entire membership, extensive legal 
studies which were made of the act, and the experience of our members 
since 1946 under the act. 

As you.can see, the agreement signed in Washington on December 
15, 1954, by the American and Philippine delegations, and which 
is an integral part of this bill, in the main establishes the objectives 
which we recommended. In addition the delegations have incorpo- 
rated several other provisos in the agreement with which we are in 
full accord. 

We would, therefore, like to recommend to this committee that 
H. R. 6059 be approved as introduced by Mr. Cooper. 

Mr. Mitts. Does that complete your statement, Mr.. Murray ? 

Mr. Murray. Yes, sir. 

Mr. Miuus. Are there any questions? 

Mr. Murray, let me ask you a few questions, if I may, for informa- 
tion. Tell me something about the membership of your organization, 
the Philippine-American Chamber of Commerce. You have described 
them in five groups here, on page 1. As I gather from that, your 
organization is made up largely of concerns which are interested in 
promoting Philippine imports in the United States. Is that a true 
statement or not ? 

Mr. Murray. No, sir. Our membership is fairly equally divided 
between American capital invested in the Philippines, or American 
firms in the United States trading back and forth, either importing 
or exporting. 

Mr. Mis. Would you say that the balance would be approximately 
equal in the goods that are shipped by your members from the United 
States to the Philippines and shipped by your members from the 
Philippines to the United States? 

Mr. Murray. I would say so, yes, sir, approximately. 

Mr. Mitts. Those members of your organization who deal in ex- 
ports from the United States to the Philippines are satisfied with the 
arrangements under this agreement ? 
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Mr. Murray. They must be. We have called every detail of these 
negotiations to their attention, including the proposals which were 
drafted after extensive questionnaires. The board of the chamber 
made these recommendations to the delegations. After the reeom- 
mendations were made, they were publicized to all of our members. 
After the delegations came out with their accomplished agreement, 
that was also publicized to our members, and we have not had a single 
objection to the negotiations. 

Mr. Miris. I have understood that the membership of the Philip- 
xine American Chamber of Commerce conducts most of the trade that 
is conducted between the United States and the Philippines. Is that 
true? 

Mr. Murray. Do you mean our members? 

Mr. Mitus. That they conduct most of the trade that is carried on 
between the Philippines and the United States, both ways? 

Mr. Murray. I do not have any actual figures to support that, sir; 
but I believe that is true. 

Mr. Mirts. I had understood that that was the case. 

In other words, if that is true, the bulk of the American concerns 
that carry on exports from the United States to the Philippines are 
satisfied with the provisions of this agreement ? 

Mr. Murray. Yes, sir. 

Mr. Mints. And they do not raise any question about this matter of 
quotas, the possibility of increased tariffs, and so on? 

Mr. Morray. That is true. 

Mr. Mus. They are not concerned about those possibilities ? 

Mr. Murray. I would not say that they were not concerned, but 
they have apparently not felt that that concern was sufficient to over- 
ride the entire agreement. 

Mr. Miuts. You say on page one that: 


Our organization has always recognized the fact, however, that there were 
certain aspects of this act, 


referring to the act of 1946— 
that would prove detrimental to the Philippine economy starting June 30, 1954. 


Just for the purpose of the record and my information, will you 
tell me what certain aspects of the act you refer to? 

Mr. Morray. A majority of our members, sir, felt that the imposi- 
tion of the duties on Philippine products coming into the United 
States, even in the steps given in the old act, would be detrimental to 
the Philippine economy, and, hence, detrimental to their interests as 
well. 

Mr. Miuts. I suspected it was that that you had reference to. Now 
may I ask you this: Do these members of your organization feel that 
it could have been detrimental to the Philippine economy for the im- 
ports from the Philippmes to withstand 5 or 10 percent of the full 
United States rates at the present time? If so, do they feel it will 
not be detrimental to the Philippine economy between 1964 and 1965, 
just 9 years hence, to withstand an increase from 20 percent to 40 per- 
cent of the full United States duties? Are we not kidding ourselves 
a little bit in thinking that the Philippine economy can survive and 
grow under that more rapid increase in rates? 

Mr. Murray. I do not quite think so. It is true that these duties 
will be substantially increased in the later periods, but the consensus 
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of feeling of our members, those who are affected, is that they feel they 
can carry those duties. 

Mr, Miuus. That is the great question I have about this agreement, 
Mr. Murray, the position we are getting ourselves in on down the road. 
We thought in 1946, and it seemed to be generally accepted by all 
em that an increase in the duty of 5 percent each year over 
this period of time could be absorbed by the Philippine economy. 
Now, we have found that the Philippine economy could not absorb 
5 percent of the going rate in 1954, and 10 percent of the going 
rate in 1955, so we suspended those effective rates, those preferential 
rates. Now, we start off on a program that eventually will mean that 
rates. will double in 1 year’s time, in 1959, in 1962, in 1965, and go up 
by 20 percent in 1968, by 20 percent again in 1971, and by 20 percent 
again in 1974. 

My concern is this, that we do those things that are necessary to 
be done to permit the economic growth in the Philippines that we 
desire and which we deem essential, both to the Philippines and to 
the perpetuation of the relationships that have existed for so long 
between the United States and the Philippines. But let us not create 
a situation that we of today must recognize the Philippines cannot 
absorb nor live with some time in the future, where we have this 
whole thing to go through again at that time. 

I think, Mr. Murray, that the members of your organization would 
be the first to realize that these rates cannot double in 1965 without 
difficulty being imposed upon the Philippine economy. 

Mr. Murray. I think, sir, the answer to that is that no one would 
seriously say that the Philippine economy could not stand 5 percent 
of the American duties starting in 1954, in June, or an additional 
) percent in 1955. It so happened that this was the breakoff point. 
the starting point for the imposition of duties. As far as I know. 
every Philippine exporter to the United States could absorb those 
duties which are outlined to go into effect, depending upon the in- 
terest rate, for a number of years. 

Mr. Mitts. Why are we doing it, then? 

Mr. Murray. They could absorb that. But now we are setting it 
back at the request of the Philippines, so that eventually it comes out 
the same. But in the meantime it gives them an additional breathing 
spell. They have requested that additional breathing spell. 

Mr. Mitts. Of course they know their point of view, and I will 
not argue with them about their right to determine for themselves 
what is best for them. But for the life of me, I cannot understand 
that this arrangement is in their best interest. I could understand 
the proposition that might be submitted to us that we continue for 
15 years, say, a status of free trade, and then begin gradually to impose 
duties. But I do not see that this is the best interests of the Philip- 
pines, to double duties in any one year from 20 percent to 40 percent, 
then to 60 percent and then to 80 percent. 

Mr. Mason. Will the chairman yield? 

Mr. Mus. Yes. 

Mr, Mason. It is simply putting off the evil day, and it simply means 
that in 10 years from now when these rates are doubled, and they 
cannot take it, that then we will have to give them another 10-year 
period. That is all it means. 





86 $$ PHILIPPINE TRADE AGREEMENT REVISION ACT OF 1955 


Mr. Mixts. Does Mr. Murray agree with the gentleman from IIli- 
nios, that that is in prospect ? 

Mr. Murray. Of course I could not say whether it is in prospect or 
not. I am assured by the Filipinos who have devoted the most time 
to this thing, that the answer is “No”, that they will not, that they want 
to develop their economy so that they will be on a competitive basis. 

Mr. Mitts. You think under this arrangement they can develop their 
economy ¢ 

Mr. Murray. They certainly can, yes. Whether they will or not, 
I cannot say. 

Mr. Mitts: You and I cannot project what will happen, of course. 
On page 2 you list the recommendations that you made to our negotia- 
tors. Do you consider that the negotiators pretty well carried out 
your recommendations as to tariff euamat 

Mr. Murray. Yes, sir, they did. 

Mr. Mus. And with reference to commodity quotas and their 
allocations ? 

Mr. Murray. No, sir, they did not at all, in that respect. We recom- 
mended that no change be made on that point. 

Mr. Mixs. And they did, of course, change it ? 

Mr. Murray. That is right. 

Mr. Mutts. Now, with respect to exchange rates and controls? 

Mr. Murray. They followed our recommendations. 

Mr. Mruts. Has the Central Bank made the strongest possible 
declaration that the existing ratio will be maintained? 

Mr. Murray. The Governor of the Central Bank has made such a 
statement. 

Mr. Mitts. So you are satisfied on that score ¢ 

Mr. Murray. I think it is all the satisfaction we can expect on that. 

Mr. Mit1s. With respect to your recommendation four, do you think 
that the agreement fairly well carries out your recommendation in 
that respect? 

Mr. Murray. Yes, sir; we do. 

Mr. Mixis. What do you mean by the last sentence of your fourth 
recommendation : 

Co pie a continuation of article VII or a broadening of its scope is strongly 
urged. 

What do you mean by broadening of its scope? 

Mr. Murray. By broadening of its scope, we meant the thing that 
we talk about there. The so-called parity provisions of the 1946 act 
were limited to natural resources and certain items, whereas the delega- 
tions have come up with something that gives national treatment to 
American businessmen even though they might not be engaged in the 
exportation of natural resources. 

Mr. Miixs. And, in other words, the negotiators have attained the 
broadened scope that you desire? 

Mr. Murray. Yes, sir. 

Mr. Mitis. And your nondiscrimination is included ¢ 

Mr. Murray. Yes, sir. 

Mr. Mitus. And immigration. Is it your understanding that this 
whole agreement would not go into effect until the Philippine Congress 
enacts a similar law for the Philippines? 

Mr. Murray. No, sir, that is not my understanding. The Philip- 
pine Congress has before it this law right now, which I believe they are 
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supposed to pass very shortly. It is strongly urged in the agreement 
between the delegations that that action be taken. 

Mr. Mrits. Does it make any difference, so far as the agreement is 
concerned, if the Congress should not enact that provision ? 

Mr. Murray. I do not think that that is too fundamental a point. 

Mr. Mitts. You do not think it is? 

Mr. Murray. I think that the Filipinos themselves would lose more 
than we would by not taking such action. 

Mr. Mitts. But it is our hope that they enact the legislation ? 

Mr. Morray. It is. 

Mr. Mirus. Are there any further questions? 

If not, thank you, Mr. Murray, for your appearance and the informa- 
tion given the committee. 

The next witness is Mr. J. C. Lanier. 

Mr. Lanier, although we recall you quite favorably, we would like 
for you to give your name, address, and the purpose of your appearance 
before the committee for the benefit of the record, please. 


STATEMENT OF J. C. LANIER, GENERAL COUNSEL, TOBACCO ASSO- 
CIATION OF THE UNITED STATES AND THE LEAF TOBACCO 
EXPORTERS ASSOCIATION, GREENVILLE, N. C., ACCOMPANIED 
BY J. B. HUTSON, PRESIDENT, TOBACCO ASSOCIATES, INC., 
WASHINGTON, D. C., AND RANDOLPH S. TAYLOR, EXECUTIVE 
SECRETARY, BURLEY AND DARK LEAF TOBACCO EXPORTERS 
ASSOCIATION, INC., WASHINGTON, D. C. 


Mr. Lanier. Mr. Chairman and members of the committee, in or- 
der to conserve the time of your committee, we will, with your per- 
mission, appear as a panel representing the producers and exporters 
of all the types of cigarette tobaccos grown in the United States. We 
have prepared a joint statement which I shall read, and then we will 
be at your disposal. 

I am J. C. Lanier, general counsel for the Tobacco Association of 
the United States and the Leaf Tobacco Exporters Association of 
Greenville, N.C. Also with me are J. B. Hutson, president, Tobacco 
Associates, Inc.; and Randolph S. Taylor, executive secretary, Bur- 
ley and Dark Leaf Tobacco Exporters Association, Inc., both of 
Washington, D. C. 

We appear here today to discuss some of the provisions of the pro- 
posed new trade agreement between the United States and the Re- 
public of the Philippines as set forth in section 202 of H. R. 6059. 

It is our purpose to ask the cooperation of this committee in getting 
an interpretation of article III of this proposed agreement relating 
to the imposition of import quotas and to bring to the attention of 
the committee the inequities in article I in connection with the import 
duty rates to be applied, on the one hand, to articles imported into 
the United States from the Philippines and, on the other, to articles 
dae ier into the Philippines from the United States. 

aragraph 2 (a) of article III permits the President of either 
country to impose import quotas on the other country’s articles if he 
finds that as a result of the preferential treatment accorded pursuant 
to this agreement the articles are being imported in such increased 
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quantities and under such conditions as to cause or threaten serious 
injury to domestic producers of like or directly competitive articles. 

We have studied the proposed new agreement and the accompany- 
ing protocol very carefully, and we have had numerous conferences 
with some of the members, including the chairman, of the United 
States delegation which negotiated this new agreement, and with ap- 
propriate State Department personnel, but we have been unable to 
ascertain just what would constitute “being imported in increased 
quantities.” 

Apparently this provision of the agreement prohibits restrictive 
quota action except where there is an increase in imports as a result 
of the agreement which causes or threatens injury and except for 
balance-of-payments reasons as specified in paragraph 2 (a) (2). 
Presumably the only way to measure such an increase is by compari- 
son with the level of imports prevailing in a representative period 
prior to the date the agreement became effective. Therefore, the pro- 
vision is not directed, as we see it, against the level of imports pre- 
vailing prior to the agreement. 

The statement in the appendix of the Congressional Record of May 
10, 1955, discussing article III tends to support this interpretation. 
This statement is as follows: 

Had there been such a provision in the original agreement, the Phil- 
ippines would not have been free to adopt drastic limitations on im- 
ports of American tobacco for the purpose of protecting domestic 
industry. 

However, this point tends to become somewhat confused when ex- 
amined in light of the detailed terms of the provision as set forth 
in paragraph 2 (b) of article III, This provision suggests that quotas 
might be used to reduce imports to an extremely low level. If this 
interpretation should be accepted an understanding should be reached, 
prior to the approval of this agreement, defining in clear terms the 
conditions under which quotas can be used. Neither country should 
be permitted, under the agreement, or any other agreement, to com- 
pletely eliminate the other from an historical market. Import quotas, 
when they are used, should be based upon trade in the commodity 
concerned during a previous representative period of time. 

Unless an understanding is reached on this point prior to the sign- 
ing of the agreement, in our opinion, either country might take such 
drastic action in the imposition of quotas that the other would feel 
compelled to retaliate and, as a rms a chain reaction might be set 
off between the two countries to the extent that trade between them 
would be severely curtailed. 

We believe that it would make for a more effective administration 
of the agreement if this committee were to express in its report an 
understanding on these points, 

In connection with the import-duty rates, the 1946 agreement pro- 
vided that with certain exceptions Philippine articles could be im- 
ported into the United States duty free and that with certain excep- 
tions United States articles oul he imported into the Philippines 
duty free until July 4, 1954, The proposed new agreement changes the 
rate of application of the tariff increases. Under the 1946 agreement, 
during the latter half of 1954 each country was to have applied 5 
percent of their full-duty rate on the others’ commodities. In 1955, 
the applicable rate for each country would have been 10 percent and an 
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additional 5 percent of the full rate would have been added each year 
thereafter until 1973 when 100 percent of the full rate would have 
been applicable. 

The new agreement provides for a retarded rate of increase in the 
import duties to be applied to Philippine articles coming into the 
United States and an accelerated rate of increase in import duties on 
United States articles going into the Philippines. 

The import duty on Philippine articles imported into the United 
States for the 1956-58 period would be 5 percent of their full duty 
rate; for 1959-61, 10 percent; for 1962-64, 20 percent; for 1965-67, 
40 percent; for 1968-70, 60 percent; for 1971-73, 80 percent; and 
January 1 to July 3, 1974, the date of termination of the agreement, 
the full duty rate would be applicable. 

On the other hand, the import duty rate on United States articles 
imported into the Philippines for the 1956-58 period would be 25 
percent of their full-duty rate; for 1959-61, 50 percent; for 1962-64, 
75 percent; for 1965-73, 90 percent, and January 1, 1974, to July 3, 
1974, the full-duty rate would be applicable. 

On the face of it, this appears to be an inequitable arrangement, 
and when it is examined in connection with the import-duty rates 
of the two countries for some commodities, it appears even more 
inequitable. For example, we import cigar-filler tobacco from the 
Philippines and export cigarette leaf tobacco to the Philippines. The 
United States import-duty rate on their unstemmed cigar-tiller tcbacco 
is 17.5 cents per pound. The Philippine import-duty rate on 
unstemmed cigarette leaf tobacco is about $1.85 per pound. 

Under this agreement, for the period 1959-61, the import-duty 
rate on our cigarette leaf tobacco going to the Philippines would be 
one-half of the Philippine full rate of $1.85 or 9214 cents per pound. 
About 6.5 million pounds of cigar-filler tobacco could come into the 
United States under the quota fixed in the agreement. For the 1959-61 
period, the United States import duty would be paid on 10 percent 
of this quota. This would be equivalent to a duty of 1.75 cents per 
pound on the full quota of Philippine tobacco coming into this coun- 
try, whereas, as I have just mentioned, their duty on our tobacco 
going into their country would be 9214 cents per pound. 

However, these import-duty rate provisions, inequitable as they 
may be, are less objectionable than the import-quota provisions. And 
we want to urge the committee again to get a clarification of these 
provisions. 

Unless these quota provisions are clarified it would be impossible 
for the people of either country to anticipate the action that might 
be taken by the other country under this agreement. This uncertainty 
is not compatible with the avowed objectives of stimulating trade 
between the United States and the Philippines. 

This completes my written statement, Mr. Chairman. 

Now, I would like, if I may, to tell the committee about some drastic 
restrictive action which the Republic of the Philippines took against 
one United States commodity in 1952. 

Prior to 1952, under the old 1946 trade agreement, we were export- 
ing to the Philippines, duty free, substantial quantities of United 
States tobacco, around 26 million pounds a year, and they were send- 
ing into this country, duty free, a considerable amount of sugar, 
copra, and fiber articles, as well as many other articles. Then with- 
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out notice in 1952, the Philippine Congress passed a law, Public 
Law 698, which drastically curtailed the importation of American 
tobacco into the Philippine Islands. In other words, although they 
had an agreement with us, the 1946 trade agreement, under which 
their articles could enter the United States duty free, and our articles 
could enter their country duty free, they, in our judgment, abrogated 
that agreement by saying in effect, “We, as of now, are drastically 
curtailing the amounts of United States commodities which we will 
permit to be imported.” 

So we were put in the position that although they agreed that they 
would not put any duty on them until 1954, they said, “We will cut 
them off,” and, therefore, the whole agreement became sterile as re- 
garding the importation of our tobacco into the Philippine Islands, 
Under that law, 698, passed without notice by the Philippine Con- 
gress in 1952, they cut down the takings of American tobacco arbitrar- 
ily, without any action on our part against their articles, down to 
25 percent of the amount that had been going into the Philippines. 

We think that under this new agreement the door is still open 
for them to continue to do the same thing. We went before the United 
States delegation which participated in the drawing up of this agree- 
ment and urged that they put in a provision which would protect 
us against such action. We still feel that unless there is a definite 
interpretation by this committee as to what article III means, next 
year or the next year, or maybe the next year, the Philippines could 
curtail or even completely prohibit the importation of our tobacco. 

Under the proposed agreement, they would be required to give us 
notice of their intentions. But it clearly says that the fact that they 
must give notice does not mean that they have reach an agreement 
with the United States. Therefore, Mr. Chairman, we think that, 
in protection of an historical foreign market for American farm 
products, the third largest that we have for tobacco, that something 
in the committee report on this proposed bill should state that it is 
the clear understanding of this committee that arbitrary quotas could 
not be established on any American articles that have been historically 
and customarily imported by the Republic of the Philippines. 

I wish, Mr. Chairman, if you will allow me to file with the committee 
the statement we made before the United States delegation of the 
negotiations last November, in which we called to their attention the 
action which had been taken by the Philippine Government. 

Mr. Mutzs. Without objection, Mr. Lanier, that will be included 
at this point in the record. 

(The matter referred to follows :) 


BRIEF OF THE LEAF Tospacco INDUSTRY ON REVISION OF THE 1946 TRADE AGREEMENT 
BETWEEN THE UNITED STATES AND THE PHILIPPINE REPUBLIC 


This brief is filed on behalf of Tobacco Association of United States, Leaf 
Tobacco Exporters Association, Burley & Dark Leaf Tobacco Export Associa- 
tion, and Tobacco Associates, Ine. 

Tobacco Association of United States and Leaf Tobacco Exporters Association 
are trade associations whose membership includes practically all United States 
exporters of leaf tobacco except cigar leaf tobacco. The Burley & Dark Leaf 
Tobacco Export Association is a trade organization representing dealers, ware- 
housemen, and exporters of Burley, Md., and dark tobaccos, as well as growers’ 
cooperatives in the areas producing these tobaccos. Tobacco Associates, Inc. 
is an organization representing the flue-cured (Virginia bright) tobacco growers 
and warehousemen in the States of Virginia, North Carolina, South Carolina, 
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Georgia, and Florida, and the bankers, merchants, and fertilizer dealers in the 
flue-cured tobacco producing areas. 

The Philippines have long been an important market for United States grown 
tobacco. Immediately prior to World War II, about 55 percent of all cigarette 
tobacco consumed in the Philippines was supplied by the United States. Since 
World War II, the United States has supplied about 85 percent of all the cigarette 
tobacco consumed in that country. 

From 1946 to 1949, most of the cigarettes consumed in the Philippines were 
imported from the United States. Since 1949, a small part of the total cigarettes 
consumed have been imported from the United States and the balance have been 
manufactured domestically. Philippine cigarette manufacturers, however, have 
been using about 80 percent United States leaf and about 20 percent indigenous 
leaf. 

During the years 1946-49, United States tobacco exports, manufactured and 
unmanufactured, to the Philippines averaged about 29 million pounds, farm 
sales-weight, per year. For the years 1950-53, they averaged about 26 million 
pounds per year. 

The 1946 trade agreement between the United States and the Philippine 
Republic provided, among other things, that with certain exceptions Philippine 
urticles could be imported into the United States duty free and that with certain 
exceptions United States articles could be imported into the Philippines duty 
free until July 4, 1954. By mutual agreement of the parties, the duty-free period 
has been extended for 18 additional months, from July 4, 1954. The present 
agreement, before the duty-free provisions were extended, provided that from 
July 4, 1954 to December 31, 1954 the rate of import duty imposed by the Philip- 
pines on United States leaf tobacco would be 5 percent of the full rate (which at 
the present time is $4.08 per kilo for unstemmed leaf and $5.52 per kilo for 
stemmed leaf) and that the rate be progressively increased each year until it 
reached 100 percent of the full rate in 1974. 

The agreement specifies definite United States import quotas for certain 
Philippine products, such as sugar, cordage, rice, cigars, cigar and scrap tobacco, 
cocoanut oil, and buttons. No quotas are provided for American products enter- 
ing the Philippines. 

In 1952, the Philippine Republic enacted a law, Republic Act 698, establishing 
import quotas on all foreign-grown leaf tobacco, and thereby severely curtailed 
the amount of tobacco permitted to be imported by the Philippines. This act 
provides for the following import quotas for leaf tobacco: 


Lh) ee eR ere ee ea 75 percent of the total importation in 1950. 
Oe Sein be inineée binrestancounedle 50 percent of the total importation in 1950. 
ischial ens wc satsncnice nite 40 percent of the total importation in 1950. 
For succeeding years__....-..-..--- 25 percent of the total importation in 1950. 


Under the provisions of this law, the tobacco import quota in 1953 amounted to 
14.3 million pounds, and for 1954 the import quota is about 11 million pounds. 
In succeeding years, the annual quota would be around 7 million pounds. 

In July 1954, the Philippine Congress enacted certain amendments to act 698. 
These amendments provide that the importation of foreign-leaf tobacco shall be 
listed as follows: 


WP Re A: 6 he oe ee 40 percent of the total importation in 1950. 
i gf ee 25 percent of the total importation in 1950. 


These amendments further provide that in 1954 and 1955 the quotas may be 
increased to provide for the importation of enough tobacce which, when added to 
the total domestic-leaf production, will permit the manufacture of tobacco prod- 
ucts in amounts equivalent to that of the previous fiscal year. 

For 1956 and succeeding years, the amendments provide that the importation 
of tobacco shall be limited to the amount which, added to the total Philippine 
production, will be sufficient to maintain the manufacture of tobacco products in 
any year at a level equal to the quantity of tobacco products manufactured in the 
preceding fiscal year. 

We contend that Republic Act 698 violates the spirit and intent of the existing 
trade agreement. If this principle of establishing import quotas can be applied 
legally by the Philippine Republic within the framework of the trade agreement, 
it is entirely possible for the Philippines to close its country to all American prod- 
ucts. The duty-free provisions of the agreement become sterile and of no effect 
by the limitation and exclusion of American imports by the imposition of quotas. 
The quota device, as used in act 698, is strangling the flow of United States 
tobacco to a traditional market in the Philippines. 
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Republic Act 698 has had little if any effect so far on the consumption of United 
States tebaeco in the Philippines because Philippine cigarette manufacturers had 
accumulated fairly large stocks of United States leaf prior to the implementa- 
tion of this law. However, recent reports indicate that manufacturers’ stocks are 
now very much depleted, and that cigarette production must be curtailed in the 
near future unless adequate imports are permitted. These reports also indicate 
that some of the agencies concerned with establishing the supplemental import 
quotas as provided for in the amendments to Republic Act 698 seem to be un- 
necessarily delaying the establishment of these quotas. 

Under act 698 as amended, no United States leaf tobacco can be imported into 
the Philippines in 1956 or thereafter unless the indigenous production during the 
year is insufficient to maintain the manufacture of tobacco products at a level 
equa! to that of the preceding year. Should the United States adopt a similar 
policy and, at the same time, establish a policy of increasing domestic production, 
most Philippine products would be completely eliminated from the United States 
market within a short time. 

The imposition by either country of quotas outside of those set forth in the 
trade agreement can vitiate the whole objective of the agreement. Import quotas 
have already upset trade relations for tobacco. At the same time, Philippine 
products coming into the United States have not been curtailed or restricted other 
than as provided for in the trade agreement. 

We strongly urge that the new trade agreement include a prohibition against 
the application of quotas by either country except as specifically set out in the 
agreement. If the principle of quotas is accepted as a fundamental part of the 
new trade agreement, we strongly recommend that United States conferees insist 
that quotas be limited to a minimum yearly figure based on historical data. In 
the case of leaf tobacco, it would be reasonable to establish an annual quota 
of not less than the amount of United States leaf now being used in the Philip- 
pines which is in excess of 25 million pounds, 

J. C. LANIER, 
General Counsel, Tobacco Association of United States 
and Leaf Tobacco Exporters Association, 
Greenville, N. C. 
J. B. Hutson, 
President, Tobacco Associates, Inc., 
Washington, D. C. 
RANDOLPH S. TAYLOR, 
Executive Secretary, 
Burley and Dark Leaf Tobacco Erport Association, Inc., 
Washington, D. C. 
WASHINGTON, 
District of Columbia, ss: 


J. C. Lanier being duly sworn deposes and says that he has read the fore- 
going brief, and that the facts set forth therein are true to the best of his 
knowledge and belief, except as to those matters stated upon information and 
belief, and as to those he believes it to be true. 

Sworn to and subscribed before me this 21st day of October 1954. 


, Notary Public. 








Mr. Muus. Are there any questions ? 

Mr. Jenkins. I have a question, Mr. Chairman. 

Mr. Mus. Mr. Jenkins will inquire. 

Mr. Jenkins. I wonder if the tobacco will be safeguarded? I 
doubt if you will be protected. 

Mr. Lanter. Mr. Jenkins, we have discussed this, and know the 
trouble there has been to get this agreement together in the present 
form. We appreciate the fine work that both sides did. But we 
still feel that they have left this loophole wide open and that we are 
not safe unless this committee puts into the record the fact that it is 
your interpretation that such action could not be taken except in 
violation of this trade agreement. 

Mr. Muss. Mr. Harrison, of Virginia, will inquire. 
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Mr. Harrison. Mr. Lanier, let me try to get this straight. Do I 
understand that up until 1952, the United States exporters shipped 
to the Philippines 26 million pounds of tobacco dhs tee 

Mr. Lanier. Tobacco. 

Mr. Harrison. Tobacco. And that was duty free? 

Mr. Lanter. Yes, sir. 

Mr. Harrison. Then, without altering the agreement, but simply by 
unilateral act of the Philippine Congress, the amount of tobacco that 
we were allowed to ship into that country was reduced 75 percent at one 
swoop and without any notice ? 

Mr. Lanter. Yes, sir. The 1952 act provided that import quotas 
would be applied as follows: For 1952, 75 percent of the 1950 level; 
for 1953, 50 percent; 1954, 40 percent; and for 1955, 25 percent. 

Mr. Harrison. And yet they continue, under the act of 1946, to 
export to this country sugar and other items duty free, and we made 
no retaliatory act on any of their importations into this country; is 
that correct ? 

Mr. Lanier. That is exactly correct; yes, sir. 

Mr. Harrison. Now may I ask this question: What is the purpose 
of this? Do they have a tobacco industry of their own? Is that the 
purpose of it? 

Mr. Lanter. The stated purpose was to increase the domestic pro- 
duction of cigarette tobaccos in the Philippine Islands, and to imple- 
ment that, they have placed arbitrary prices far in excess of the world 
prices on all tobacco produced in the Philippine Islands. 

Mr. Harrison. Do you mean it has a floor under it? 

Mr. Lanter. Yes, sir; an absolute price. The Government guar- 
antees an absolute price to all Philippine tobacco production, which 
is far in excess of the world price of tobacco. 

Mr. Harrison. How much in excess is it? 

Mr. Lanter. There are four categories of prices. I would say at 
least 50 percent. 

Mr. Harrison, if we should do the same thing on sugar that they 
have done to us on tobacco, here is an example of how it would work. 
We would put a support price on American sugar at 15 cents a pound 
and then tell the Philippines that the only sugar they could sell to this 
country would be the amount which we needed in excess of what we 
produced domestically at that price. 

Mr. Harrison. Have they always been a tobacco-producing country ? 

Mr. Lanter. It is an effort to develop a new industry. They have 
produced this cigar-filler tobacco which we buy from them in cigars 
but they have not been producing the tobacco that goes into making 
United States-type cigarettes—that is, the burley and the flue-cured 
tobacco. It is a new industry. 

Mr. Harrison. This agreement—are you accepting that and what 
you are afraid of is further reductions or do you ask that it be restored 
to the former reciprocity that existed in the trade between the two 
countries / 

Mr. Lanter. We feel that this agreement should not be left in such 
a form that after we have signed it, agreeing to allow their products 
to come into this country at these low rates of duty, that they would 
be free, under the provisions of the agreement, to pass laws which 
would limit their imports of our commodities to say 10 percent of the 
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amount that we ordinarily have been shipping over there or 5 or 2 or 
none. 

Mr. Harrison. You think the agreement should be such as to re- 
store to the American tobacco interests the same zignis it had under 
the agreement of 1946 without quota; is that correct 

Mr. Lanter. Yes, sir; and if quotas are imposed, that the quota 
established shall not be less than the average takings over the his- 
torical 5- or 3-year period. 

Mr. Harrison. There is one other question I want to ask you. 

What protest did the State Department make to the Philippine 
Government on behalf of the American tobacco industry? Do you 
know whether any was made? 

Mr. Lanter. I know we took it up with them very strongly but as 
to what they did, I do not know. 

Mr. Harrison. What did they tell you? 

Mr. Lanter. They wrote us that they would take it up, as I recall 
a letter from one of the men over there, but he said there were a lot 
of political considerations involved and “we will do the best we can 
for you.” 

Mr. Harrison. Was there anything done about it? 

Do you know any representations to the Philippine Government 
that this was in effect a violation of their treaty with us? 

Mr. Hutson. Mr. Harrison, I think the State Department took the 
position that, while this might be in violation of the spirit of the 
agreement for the reasons Mr. Lanier pointed out, that it was not a 
technical violation of the agreement and, therefore, they were not in 
a position to take any action. 

They might have discussed it with the people in the Philippines 
but I do not think they thought it was a thing under which they could 
take strong action. 

Mr. Harrison. I was a little curious whether or not this situation 
which you have described here is typical of the reciprocity in our 
trade agreements that we make generally. They said there was no 
violation but we did not undertake in the United States to treat any 
of their commodities as they did ours, did we? 

Mr. Lanter. No, sir; we did not. 

Mr. Harrison. In other words, that would have been no more viola- 
tion than their quota on the American tobacco, would it? 

Mr. Hurson. Frankly, I may say that as I understand it, we do not 
negotiate with the Philippines and as I understand this law would 
prohibit that. I am inclined to think that is unfortunate. 

I am not one of those that criticize the State Department on each 
account. They do take up many things that we take up with them 
where they have a basis to negotiate as they do under the provisions of 
GATT and maybe that is one of the ways under which this question 
could be raised. 

Mr. Mason. Mr. Chairman? 

Mr. Mirus. Mr. Mason. 

Mr. Mason. But the Philippine Government does not belong to 
GATT? 

Mr. Hurson. That is correct. 

Mr. Mason. Therefore, we cannot take it up through GATT or any 
other place. Now, I am interested in this. 
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You say that we ought to put in our report a clear interpretation 
of what article III means and that would protect your industry, prob- 
ably, from having the Philippine Government do what they did to 
you in 1952. 

If they would violate the 1946 agreement in spirit, if not in technical 
thinking, then they would violate this if we even put it in through the 
report, would they not? 

Mr. Lanter. It could be done; yes, sir. 

Mr. Mason. Then I do not think it is any guaranty, but that is all 
you can ask this committee to do? 

Mr. Lanier. That is correct; yes, sir. 

Mr. Mason. I would go a good deal farther than that as one member 
of this committee. 

Mr. Harrison. The whole thing could have been cured very quickly 
had the United States Government applied the same restriction against 
some article imported into this country by the Philippines, could it 
not ? 

Mr. Lanter. Yes, sir. 

Mr. Mason. We are prohibited from doing that because we belong 
toGATT. Wecould not do it if we wanted to. 

Mr. Lanter. If this commission had included in the trade agree- 
ment the suggestion that we made before that commission, we would 
not have had this trouble. 

We went before them and did the best we could, the three of us, and 
tried to help them and tried to get them to insert in the agreement 
the provision that if the Philippine Government saw fit to establish 
a quota on tobacco that it should not be less than a certain amount 
which was the historical average, the same as we do on their sugar 
and on their cigars and this and that. But they disregarded our 
recommendation. 

Mr. Harrison. That is all. 

Mr. Muus. Mr. Lanier, we appreciate very much your suggestions 
for committee action with respect to the report, but I do not think 
there is any question about what could occur under this agreement and 
I know we are not in a position to give it an interpretation in our 
committee report that is contrary aa not in keeping with the agree- 
ment itself, and expect our interpretation to mean anything. 

There is nothing 1n the agreement to protect you from quotas upon 
the basis of the finding in article III. There is nothing to protect the 
Philippines from our imposing quotas if necessary against their goods 
coming into the United States. 

Now, on that basis, the agreement is equal and nondiscriminatory. 
Now the thing in which we are interested in the agreement, appar- 
ently, as I read it, is that the Philippines not discriminate aguinst 
us and we not discriminate against the Philippines. 

In other words, so long as they prepare a quota in accordance with 
the agreement that applies to imports generally from all points of 
the world, there would be nothing we could say in the report of our 
committee to change that; that is basic in the agreement. It is funda- 
mental in the agreement ? 

Mr. Lanter. Except, Mr. Chairman, that in article 3, down at the 
bottom line, page 12, it qualifies that clause that you are speaking 
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of and says “notwithstanding the provisions of paragraph 1”; that 
is, about the nondiscriminatory features— 

notwithstanding the provisions of paragraph 1 of this article with respect to 
quotas, a quota may be established only if, (1) the president vf the country 
desiring to impose the quota after investigation finds and proclaims that as a 
result of preferential treatment accorded pursuant to this agreement, any ar- 
ticle of the other country is being imported in such increased quantities and 
under such conditions as to cause or threaten serious injury to domestic pro- 
ducers. 

Now, what we have not been able to find irom the lawyers of the 
State Department or others is whether or not the first paragraph con- 
trols where the qualifying clause is that it not discriminate, that they 
can levy them if it is nondiscriminatory or whether they can only 
levy them after their president finds that as a result of the preferential 
treatment that American tobacco gets under this agreement that this 
injury is being caused. 

We do not know which is superior, the clause which states that this 
merely must not be discriminatory, or whether it comes back to the 
preferential treatment. The two things are there in contrast. 

Mr. Mason. The point is this: They, not belonging to GATT, can 
make regulations which apply to all countries but we, belonging to 
GATT, if we make a regulation pertaining to the Philippines, we can- 
not do that because it means it is discriminatory and it would have 
to apply to all the other countries and we say to the other countries 
we cannot apply that quota. 

Mr. Lanter. That is right. 

Mr. Mason. So our hands are tied but theirs are not. 

Mr. Mits. I am sure this committee will go into the full matter. 
TI am not so much concerned about quotas and what can be done about 
quotas in the agreement as I am concerned about the fact that the 
Philippine Government can do anything it desires with its rate of 
duty and crowd American products off the Philippine market even 
though American products during the period of this 18 years have a 
preference rate. 

You have a case of what the duty would be under these preferential 
rates at a certain time on American tobacco going into the Philippines? 

Mr. Lanter. That is right. 

Mr. Mixts. Could you ship those tobaccos to the Philippines if the 
duty rate were raised 100 percent or 200 percent, something like that, 
even though you do have this preference? That is what concerns me. 

Mr. Lanter. In the case of certain types of tobacco used in cigar- 
ettes, which they have to have in order to make a cigarette that will 
smoke, I mean because of the aroma, we would be able to sell the 
tobacco over there even if the duty were raised 100 percent; yes, sir. 

Mr. Mirus. Even if it were raised 200 percent ? 

Mr. Lanter. There are countries where it is that high and we 
sell to them. I agree, however, that there would be a point at which 
it would not be sold. But as to the question of the 100 percent, it 
would decrease the quantity that they would take, but we would still 
have some market because in the final analysis, they cannot make a 
good cigarette without at least the yeast in the bread, you might call it, 
of our flue-cured. 

Mr. Mus. Maybe that is just chamber of commerce talk and maybe 
they do not agree with us on that. 
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We contend we are right but perhaps that is chamber of commerte 
approach to the advantages of our country. Maybe they can make 
a satisfactory cigarette without our flue-cured tobacco. 

Mr. Lanter. It is possible that they could but we do not think 
that on the specific question of 100 percent. We think we would 
still sell some tobacco. 

Mr. Mis. You raised the point about tobacco. I do not know 
whether this statement has come to your attention, Mr. Lanier, and 
I want to trespass on the time of the committee to read a few para- 
graphs of a pamphlet that I have before me here. 


It needs prescience to forecast what may happen 1814 years hence. No sensi- 
ble individual will attempt to assay this role. However, as a result of these 
negotiations we now know that the Philippines have obtained definite calculable 
economic and political advantages. Using the terms and the levels of the trade 
agreement of 1946 as a basis and comparing these with the new agreement, we 
find that the United States is giving up 215 percent in tariff preferences over a 
period of 18% years. This gives an annual average of 11.6 percent. The figures 
also show that the Philippines obtain an aggregate of 410 percent in increased 
tariff protection over a period of 18% years. This means a gain of 22.1 percent 
per year. Therefore, the total gain obtained by the Philippines by tariff advan- 
tages is 625 percent over 18% years, or an average of 33.7 percent yearly. 

In addition to these Philippine goods subject to declining quotas would also 
follow the agreed pattern in the application of tariff and this has again resulted 
in an increase for the quota of these goods in the next 18% years. While it is 
true that the Philippines industries producing these products are not in a 
position today to cover their present and increased quotas, this does not mean 
that they could not undertake an expansion program that would enable them 
to cover these quotas. 

I have seen the development program in Puerto Rico and I have seen the 
wonders performed by that country during the last 8 years. The result of the 
intensification of a well-planned and scientifically implemented industrialization 
program. One cigar factory which I visited turned out 100 million cigars a year 
so that with two such factories in the Philippines, we could cover the entire 
quota of cigars allotted to the Philippines. 

We have always claimed that because the industries engaged in producing 
these products have been pegged to certain quotas, the development and expan- 
sion programs of these industries have been stultified. We no longer say this as 
a result of this amendment in the new agreement. 


That was said by Mr. Gil Puyat, member of the Philippine Senate 
and chairman of the technical panel, Philippine Mission, which nego- 
tiated the agreement which H. R. 6059 would give effect to. 

That is the analysis which the other side places on this agreement. 

Mr. Lanter. It sounds like they got most of the marbles, does it 
not? 

Mr. Mrius. I have been hearing for a long time that all these trade 
agreements that were negotiated over the years, I think there was a 
20-year period we refer to when they were negotiating, were always 
one sided; that the United States came out second best. 

Mr. Lanter. Yes, sir. 

Mr. Mius. I do not know whether those that we negotiated over 
that period of time can now be challenged by those who have been 
heretofore challenging them if we accept this. 

Mr. Mason. You do not expect any of us that did not accept those 
will accept this? 

Mr. Mitus. No, I am not critical of this. I just want to understand 
what itis. I were the others but I have gotten used to accepting 
these agreements that are not always reciprocal. Maybe this is a new 
definition of reciprocity. 
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Mr. Lanter. We just feel that we got outtraded at the table and 
we should not have been and we think it ought to be corrected. 

Mr. Mitts. We will go into your question and try to do the best 
we can. 

Mr. Lanter. If we can help the committee any more we will be 
delighted to do it any time and we are at your service. 

Mr. Muus. Thank you, Mr. Lanier, and your associates for the 
information you have given the committee and for your appearance. 

Without objection, I will insert in the record at this point the entire 
report from which I have just quoted. 

(The report follows :) 


REPORT ON THE NEGOTIATIONS TO AMEND THE TRADE AGREEMENT OF 1946 BETWEEN 
THE PHILIPPINES AND THE UNITED STATES 


(By Gil Puyat, member, Philippine Senate and chairman, technical panel, 
Philippine mission which negotiated the revision of the Bell trade agree- 
ment) 

U. E. PUBLIC SERVICE SERIES 


The University of the East has decided to print this report of Senator Gil 
Puyat on the negotiations on the revision of the Bell trade agreement between 
the Philippine and American panels, respectively headed by Senator Jose P. 
Laurel and Newspaper Publisher James M. Langley, as a public service. 

The proposed new agreement brought home by the Laurel mission is subject 
to approval by the Congresses of the Philippines and the United States. 
Previous to the Philippine decision, the people of the Philippines, in accord- 
ance with the normal processes of democratic control, must be given the fullest 
opportunity possible to discuss and understand the motives and objectives of 
the terms of the agreement and their consequences on the national economy 
and their private lives. The report is an authentic story of what went on behind 
the scenes and in the minds of at least the members of the Philippine panel. 
As such it furnishes information vital to the discussion and consideration of 
the new agreement as a whole. 

This is the second publication on the proposed new trade agreement between 
the Philippines and the United States printed and issued by the University of 
the East. The first one entitled “Is a Philippine Economic Crisis Inescapable?” 
is an address on the revision delivered by President Francisco Dalupan, of the 
university, before the Manila Lions Club. Appended to it are three other docu- 
ments. One is an interesting comment on the address by Senator Puyat, the 
other is a rejoiner by President Dalupan, and the third is a weekend editorial 
of the Philippines Herald. In the course of the public discussion of the various 
terms of the revision, the University of the East will undertake to print and 
publish other papers of equal pertinence as its contribution to the thoughtful 
and comprehensive discussion and to a wise decision by the country and the 
Government. 

Vicente ALBANO Pacts, 
Director of Alumni Affairs and University Publications. 
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A. EXPLANATION OF THE PROVISIONS OF THE NEW AGREEMENT 


Article 1: To provide for progressively increasing tariff rates on Philip- 
pine and United States articles, and imposition of a temporary special 
import tax. (Philippine proposal No. 6A to amend article I of the old 
agreement. ) 

The revision of article I was the most involved and complicated phase of 
the negotiations. From the very beginning, it was realized and accepted that 
this was the core and meat of the negotiations. In amending this article the 
following important considerations were borne in mind: 

(1) That as a result of the operations of this provision, if this article would 
not be amended, the Philippines would always be at a disadvantage in her 
te with the United States and her economy would suffer adversely 
thereby. 

(2) In addition to this, the 8 years of free trade which worked disastrously 
against the Philippines must also be taken into account. 

In the particular case of article I, the first proposals presented by the Philip- 
pine delegation aimed to recover that amount of trade which represented the 
unfavorable balance against us during the first 8 years of free trade. There- 
fore, the first proposal drawn contemplated to continue free trade for Philip- 
pine goods entering the American market for the next 10 years followed by 
a rapid imposition of tariff on Philippine goods in the American market so 
that by 1974 Philippine goods entering the American market would be paying 
full United States duty. On the other hand, it was contemplated to immedi- 
ately reduce the protection given to American goods in the Philippine market, 
to, say, a 20 percent margin of preference and terminate this protection within 
10 years. This would have given the Philippines a terrific advantage, but 
from the very beginning, it was foreseen that it would be difficult to put this 
proposal across. During the negotiations changes in the original Philippine 
proposal were made so that the protection given to American goods was 
increased to 25 percent, then to 50 percent, until finally it was realized that 
this protection had to be increased (in the agreement, the initial protection 
is 75 percent of Philippine tariff) and that such protection, though rapidly 
decreasing, would extend throughout the entire period of the new agreement. 
Simultaneously, it became apparent that the extension of free trade to Philip- 
pine goods in the American market would meet with serious objections so 
that various proposals were prepared to meet these objections. After several 
weeks of negotiations one factor clearly emerged. It was that, in the liquida- 
tion of the protection accorded to the products of the two countries in each 
other’s market, for several reasons, the protection should be tilted in favor 
of Philippine goods. First, it was recognized that due to the disparity in the 
economic development of the two countries, Philippine goods needed greater 
protection than American goods. Second, it was also admitted that since the 
Philippines is just beginning to industrialize, said protection would be most 
needed in the next 8 to 10 years, during which it is envisaged to shift the 
economy of the Philippines from one of agricultural to one of expanding indus- 
trialization, one designed to take care more of the home market. Third, it was 
also admitted that since Philippine economy is dependent on a few export agri- 
cultural products, the prices of which are subject to fluctuations in the world 
market quotations, Philippine products would be in need of greater protection. 
Fourth, it is common knowledge that American goods do not enjoy the pro- 
tection that they have had in the Philippine market and yet have successfully 
met competition in the international markets, so that a radical liquidation of 
the protection enjoyed by American goods in the Philippine market would not 
seriously affect the volume of United States trade with the Philippines. 

It is fortunate that in these negotiations the American delegation was headed 
by a sound and solid American who from the very beginning had a keen and sym- 
pathetic perception of Philippine economy. I have reference to the chairman 
of the United States delegation, the Honorable Mr. James M. Langley. He imme- 
diately saw these points involved and it was with his cooperation that different 
proposals were prepared, taking into account the points brought forth by the 
Philippine delegation. Once the American delegation agreed to rewriting the 
trade agreement of 1946 so that the terms of the new agreement would be more 
favorable to the Philippines, the next step was to determine how wide the advan- 
tages would be in favor of the Philippines. As this article is now amended, it 
provides for a rapid acceleration of the liquidation of the protection afforded 
American goods in the Philippine market so that by January 1, 1965, American 
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goods in the Philippine market would be enjoying a protection of only 10 percent 
until the termination of the agreement in 1974. On the other hand, the Philip- 
pines would be enjoying in the next 9 years what, in my opinion, would be the 
equivalent of free trade because during this period Philippine goods entering 
the United States market would be enjoying the following protection: 
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I believe that with this degree of protection carried over a period of 9 years 
an industry that is scientifically planned and adequately financed should have 
all the probabilities not only for survival but also for rapid growth and expansion. 
There is psychological advantage in making Philippine goods pay duty in the 
American market no matter how nominal this duty may be. In the United States, 
the impression has been created that we have such a terrific fear to pay tariff. 
It is good to condition our businessmen into realizing that this protection afforded 
us is only temporary and that at a definite time in the future we must have to 
stand on our feet just like any other competitor in the market. When a busi- 
ness, therefore, is conditioned psychologically to include in its costs the tariff 
that it has to pay eventually, then it places itself on a realistic equation in rela- 
tion to the products produced by similar industries in other countries. This was 
the reason why the subgroup on trade finally gave up the idea of extending free 
trade for Philippine goods for the next 8 to 10 years. 

In discussing article 1, the point was raised by the American delegation that 
any extension of free trade in favor of Philippine goods would be contrary to the 
statements made in approving the extension of free trade between the 2 
countries for 18 months to the effect that there would be no continued tariff 
concessions to each country other than that provided for in the trade agree- 
ment of 1946. We successfully argued this point and got the American delega- 
tion to see our position that what was involved was that there would be no 
continuation of tariff concessions after 1974, but that during the term of the 
agreement, amendments and changes could be made to correct inequalities and 
imperfections to safeguard the mutual interests of both parties. We pointed 
out this was the very reason why the negotiation was being held. Besides, from 
the very beginning, the Philippine delegation emphasized the fact that it is not 
good for the health of the Philippine economy to be continuously dependent on 
the American market and the continued extension of free trade for Philippine 
goods would have resulted in this kind of a situation. Our contention was that 
we were agreed that by 1974 there should be a total liquidation of protection 
enjoyed by the products of the two countries in each other’s market, but that in 
the meantime: (1) Due to the fact that free trade, as a pattern of economy, was 
a creation of the United States Government and was practically imposed on the 
Philippines; (2) because the war had destroyed all our important industries, 
we were not able to take full advantage of the quotas provided for in the trade 
agreement of 1946; and (3) because as an independent country we now have 
to assume functions of government which we did not have to shoulder before, 
such as devoting 28 percent of our revenues to national defense; for all these 
reasons we should be afforded a period of adjustment during which, as stated 
above, we should change the texture and complexion of our economy and change 
that economy from one of agrarian to one of expanding industrialization. In 
the discussion of this article, we invoked not only the economic aspect of the 
question but also the historical and global implications. We referred most 
emphatically to our unemployed population of 1,800,000 people to which must 
be added that segment of our population that is underemployed. We also said 
that our present population is increasing at the rate of 400,000 per year and 
that unless we could reshape our economy on a more stable, balanced, and solid 
basis, we will not be able to arrest unemployment and absorb into our socio- 
economic system the normal growth of our population. If this would happen, 
much as our historical record points to the fact that we are among the stanchest 
defenders of democracy in our part of the world, we will not be able to play 
an effective role if another world catastrophe should occur. 


Temporary special import tag as provided for in paragraph 8 of article I 

The discussion of paragraph 8 of article I involved another long debate. While 
it was agreed from the very start that it would be wise to replace the present 
tax on the sale of foreign exchange with a special levy, the controversy arose 
as to whether there should be included in the agreement the time and method of 
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eliminating the special tax in our statute books. Let me explain how this tax 
will work out. It will apply only on imports of commodities so that the so-calied 
invisibles would be entirely free from the imposition of this tax. This would 
means a loss to us of something like #9 million a year. But it was anticipated 
that if this new special import tax would be applied across the board and that 
exemptions would be given only to the absolutely necessary and essential con- 
sumer and capital goods, aggregate collections might even be bigger than the 
present collections. Besides, taking into account the origin of the present foreign 
exchange tax and its history in Congress, it can be seen that the tax was sug- 
gested as an emergency tax and that from the very beginning, it was never con- 
templated that it would remain permanently in our statute books. In Congress, 
this tax was originally sponsored as a temporary tax and every time it is 
renewed, its temporary character is emphasized and its renewal is made for 
1 or at the most 2 years. At one time, there was an attempt to reduce this tax 
to 12% percent, but this plan did not go through because the revenues of the 
Government could not stand such a cut. On top of this, it cannot be denied that 
this tax has been a deterrent to the investment of foreign capital in the Phil- 
ippines. We have announced as one of our basic policies that we want foreign 
capital to come into the Philippines and yet, how can we attract foreign capital, 
when after imposing this tax, for every dollar that an investor has put in 
Philippine investments, he can get out only 83 cents. 

It has also resulted in establishing what is known as a multiple rate to the 
extent that some people have said, and I think with some degree of correctness, 
that when we applied this tax we in effect devalued the Philippine peso. There- 
fore, there are definite advantages to be gained in eliminating the present 
foreign exchange tax and in lieu impose a temporary special import tax which 
could later be replaced when we would be in a position to really overhaul our 
present tariff system. I will refer to this point again and explain why perhaps, 
for the moment, it may not be wise to radically increase our present tariff rates. 

The next controversy arose when the American delegation wanted a proviso 
that would spell out how this tax should in time be eliminated. In the words of 
the chairman of the American delegation, and quoting him: “Gentlemen, after 
giving you all these concessions, this is the only thing that you are giving us 
and the only thing that will enable us to sell this is to the American Congress.” 

When the American delegation insisted on this, we said that this would be an 
imposition and that we would again invoke the question of sovereignty which we 
raised in the discussions of some of the articles of the agreement such as parity 
rights and the article on currency. Besides, we raised the point that in the 
event the revenues of the Philippine Government would not be able to support 
the schedule of liquidation agreed upon, then we would have to do 1 of 2 things, 
violate the agreement or go to the United States to seek relief from the operation 
of this clause. It was as a result of an appraisal of these points raised, that the 
article is so worded so that in case the revenues of the Government would not 
warrant the elimination of this tax in the manner prescribed, the remedies we 
could avail of are open to us. In retrospect, I can see that as this proviso is now 
worded, it clearly and manifestly states our intentions with respect to this tax 
and after all, there is no imposition from outside because we are doing, with this 
proviso, what we in the past have stated we wanted to do. 


Article II. To delete rice and remove cigars, scrap tobacco, coconut oil 
and buttons of pearl] or shell from application of absolute quota provisions 
and to provide for diminishing duty-free quota on cigars, scrap tobacco, 
coconut oil and buttons of pearl or shell. (Philippine Proposal 6B to amend 
pars. 1 and 2 and delete pars, 3 and 4 of art. II of the old agreement.) 


The amendment of this article opens our way toward asking for a revision 
of our quota for sugar when the Agricultural Adjustment Act comes up for 
revision in the United States Congress in 1955. In the Trade Act of 1946, our 
quota for sugar in the American market was set at 850,000 long tons. With this 
agreement, the door is now open for us to present our case in the United States 
Congress. We may invoke the historical pattern that at some time in the past 
the allocation given to Philippine sugar was 15.14 percent of the consumption of 
the American market. We might also consider converting our allocation of 
refined sugar into that of raw sugar. We are not now taking advantage of our 
allocation for refined sugar and a conversion of our allocation for refined sugar 
to that of raw sugar would undoubtedly mean greater employment and wider 
advantages to our local economy. 

With the exception of sugar and cordage, Philippine products mentioned in 
article II are no longer subject to absolute quotas. In other words, we can ship 
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Philippine products mentioned in article II in excess of the quotas provided for, 
eke ag we pay the Cuban tariff which is 20 percent lower than the ordinary 
tariff. 

With reference to our products subject to declining quotas, said quotas will also 
follow the pattern with regard to the graduated tariff. This is another great 
advantage to us. Many people will say that both the privilege of sending to the 
United States goods mentioned in article II in excess of the quotas provided for 
subject only to Cuban tariff and the concession obtained with regard to the declin- 
ing quota products, are mere paper advantages, because so far, with the exception 
of pearl buttons and sugar we have not been able to cover the quotas assigned to us 
in the Bell Trade Act. I will, however, say that these advantages are positive 
potential economic gains. During the course of the negotiations, we maintained 
that the industries producing these products had not been able to recover as fully 
and as fast because the period of free trade was so short and therefore there was 
not enough incentive for fresh investments to come in. With this concession now 
given us, such an argument disappears and if other industries which were also 
devastated by the war can now show profit, I dare say that many of the industries 
producing goods under article II should be able to do a thriving business in the 
next 3 to 5 years. 

Of the Philippine articles given quotas in the American market, we agreed to the 
elimination of rice for obvious reasons. 

At the start, concern was expressed by the American delegation that with the 
repeal of paragraphs 3 and 4 of article II, the granting of quotas could become a 
matter of political patronage. The evident concern was to find out if the legiti- 
mate firms and persons engaged in business would not suffer from the repeal of 
said paragraphs and what legitimate protection would be accorded them by the 
Philippine Government. In one of the discussions, we ventured to say that such 
factors as length of time in the business, amount of capital invested, plans for 
development and expansion, employer and employee relationship, quotas held, 
amounts actually used, and amounts sold to other parties would be taken into 
account. Later on it developed that in the United States there was no interest 
shown over the retention of this provision and the American delegation finally 
agreed to the repeal of paragraphs 3 and 4 of article II. 


Article III: To provide that the authority to impose new quantitative 
restrictions be reciprocal and to provide application of quantitative restric- 
tions for balance of payments reasons. (Philippine Proposal No. 2 to amend 
art. III of the old agreement.) 


With respect to the amendment of article III, the approach of the Philippine 
delegation to this matter was that the provisions of the article should be made 
reciprocal. In other words, it should be mutualized. We argued that the con- 
tinued existence of this article on a unilateral basis was a deterrent to the growth 
of Philippine industries, as we are entirely devoid of resorting to this economic 
defense to protect our infant industries. The Philippine delegation also felt 
that it was disadvantageous to the Philippines to agree to levels on which to base 
quotas to be set by each country considering that American goods have been 
coming into the Philippines in unrestricted and great quantities whereas Philip- 
pine exports of goods entering the United States not covered by article II were 
very few and have been entering the American market in small quantities. How- 
ever, during the negotiations, the Philippine Tobacco Act came into the fore so 
that when the American delegation asked that the factors used in formulating this 
Philippine law be used as the bases in revising this article, the Philippine dele- 
gation had no recourse but to assent, although it succeeded in inserting a proviso 
so that the Philippines could set quotas so as to forestall the imminent threat to or 
stop a serious decline in her monetary reserves. 

During the negotiations, information was received by the American delegation 
that the Philippine Government had placed a total ban on the importation of 
pencils. As a result of this, the American delegation insisted, and we had to 
accept, the proviso appearing in paragraph 2 of article III which provides for the 
level to be used when quotas may be set. 

I may say in summarizing this particular article that in obtaining the use of 
this economic weapon, we have now in our hands a potent instrumentality in 
protecting our local industries. 


Article IV: Allowing imposition of an export tax by the United States on 
articles exported to the Philippines, or by the Philippines on articles exported 
to the United States. (Philippine proposal No. 7, paragraph 3 of article 
IV of the old agreement has been deleted and paragraphs 4, 5, and 6 redesig- 
nated paragraphs 3, 4, and 5 in the new agreement. ) 
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Article IV lifts the prohibition on the Philippines to impose an export tax on 
Philippine goods exported to the United States. In the revision of this article, 
the approach, as in article III, was to mutualize the provisions of this article. 
In the case of the Philippines, the imposition of an export tax is a valuable and 
effective economic weapon. I say this because in a country where the great need 
for industrialization is so apparent and imperative, we may reach a point where 
we might have to place an export tax on raw materials in order to protect local 
industries that process these same raw materials. This has been resorted to 
by many other countries although its use must be accompanied by a great deal 
of caution and prudence. 

We may have to resort to this kind of a tax to develop sources of revenues, 
if and when we find this advisable due to abnormal conditions that enable 
certain industries to derive profits way in excess of normal returns. In such 
cases, the Philippines may, as other countries have done, impose an export tax 
not necessarily to produce additional revenues for operational requirements 
but to develop a fund for economic development. In another portion of my 
report, I shall refer to the importance and immediate necessity of developing an 
economic development program. 

Paragraph 5 of article IV conserves the protection given to coconut oil equiv- 
alent to 2 cents per pound. With regard to this particular paragraph of this 
article, the first Philippine proposal appeared to be exaggerated. We wanted 
this 2-cent protection increased to 5 cents and this amount be reimbursed to us. 
Failing in this, we wanted to have this protection increased to 3 cents and when 
this also failed, we suggested that as in the past, this 2-cent protection. be 
reimbursed to us. It was pointed out that the United States Government can 
no longer do this as the Philippines is now an independent country. 

We also proposed the elimination of this excise tax but retaining the 2-cent 
protection for Philippine coconut oil. The State Department of the United States 
Government is on record as favoring this plan and while other departments do 
not seem to have adopted a definite stand, the trend is towards the elimination 
of this excise tax. 

In the discussion of this provision, we were somewhat handicapped by the 
fact that in making our proposal, we also, in effect, were arguing the cause of 
other countries besides that of the Philippines. 


Article V: This is a new article to provide that the Republic of the 
Philippines will implement Public Law 419 of the 83d Congress of the United 
States regarding the establishment of treaty merchant status for aliens of 
the two countries. (Philippine proposal No. 1 was to repeal article V of 
the old agreement relating to currency and exchange. Article VI of the 
old agreement regarding immigration was also deleted.) 


Article V appearing in the 1946 Trade Agreement referring to currency is 
repealed. From the very beginning we stated that the power over the currency 
of a country is one of the most prized functions of a sovereign state and if we 
have to consult the United States on matters of currency, the United States 
Government would be infringing on our sovereign rights. We also stated that 
since the Philippines is now a member of the International Monetary Fund, we 
are not in a position to freely and without limits change the ratio of the Philip- 
pine peso to the United States dollar and that such an action would require the 
unanimous consent of the other members of the fund. It would also appear that 
the continuation of this article would imply that the United States Government 
has no confidence in the Philippine Government's ability to maintain the stability 
of the peso. The American delegation, from the very start, recognized the 
validity of these points and agreed to the repeal of this article. The new article 
V refers briefly and shortly to the enactment of a legislation similar to that 
enacted by the Congress of the United States as Public Law 419, 83d Congress, 
chaper 323, 2d session, to facilitate the entry of Philippine traders into the 
United States. 


Article VI: To provide for mutualization of rights which either party 
accords to the other. (Philippine proposal No. 5 to amend article VII of the 
old eens and to redesignate the article as article VI in the new agree- 
ment. 


Article VII of the Trade Agreement of 1946 has been amended so as to mutnu- 
alize the provisions of the article. For a long, long time in the Philippines, this 
provision has been the subject of political controversies which has divided the 
country into groups. With the revision of this article, I hope that such discus- 
sion shall have come to an end, 
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Economic wise, this provision does not mean much to the Philippines. If we 
Say that we need all the available capital that we have, both public and private, 
for the economic development of our country, then it would not be a wise policy 
to allow what meager capital we have to leave the Philippines to be invested in 
the United States. The merits of this statement must be obvious. Besides, we 
would have very few citizens in the Philippines who would be able to take advan- 
tage of this provision, One of the benefits which I can perceive from the opera- 
tion of this article is that Filipinos already in the United States or its Territories 
may invest in businesses in which they were formerly legally barred subject 
only to article VII of the new agreement. But quite aside from these economic 
aspects, we had to insist on making the provision reciprocal to uphold our 
national dignity. On moral grounds, the provision in the Trade Agreement of 
1946 was a discredit both to the United States and to the Philippines. 


Article VII: This is a new article to provide for reciprocal nondiscrimina- 
tion by either party against the citizens or enterprises of the other with 
respect to engaging in business activities. (Philippine Proposal No. 5 on 
parity rights has been expanded to include all types of business activities. ) 


This article provides for reciprocal nondiscrimination by either party against 
citizens and enterprises of the other with respect to engaging in business activi- 
ties. 

Article VIII: This is an entirely new article with respect to security 
exceptions. (Proposed by the American Panel.) 


This is a new provision. It provides for security provisions and considering 
the world situation, the inclusion of this article is very much in favor of and 
to the advantage of the Philippines. 


Article IX: Provides for the continuity of laws of either party during the 
effectivity of the agreement. (Article VIII of the old agreement has been 
amended by the deletion of the last clause of paragraph 1 and portion of 
paragraph 2 relative to allocation in the Philippines of United States quotas 
on Philippine articles retaining only the first sentence of the paragraph; 
and deletion of all of paragraph 3. The article has been redesignated as 
article IX of the new agreement.) 

Article X : Provides for consultation not later than July 1,1971. (Amend- 
ing article IX of the old agreement by the addition of the provision just 
mentioned and redesignated of the old article as article X in the new agree- 
ment. Suggested by the American Panel.) 


Article X provides for consultation between the two countries not later than 
July 1, 1971. The inclusion of this article was initiated by the American delega- 
tion. In view of the statement by the Philippine delegation that it was not its 
objective to retain indefinitely and forever its preferential rights in the Ameri- 
can market, it was thought prudent not to initiate on our part the inclusion of 
this article because then we would become suspects that, in truth, we want an 
indefinite retention of our protection in the American market. But when the 
American delegation took the initiative, we readily agreed realizing that in an 
agreement covering 1814 years, with the world situation in such a state of nervous 
flux, it would be hard to foresee or foretell what would happen in the next 18% 
years and that in the interest of the two countries, it would serve a good purpose 
to take note of what has taken place and after such a review, determine what the 
two countries would want, finally, to do in the future. 


Article XI: Provision on termination and suspension of agreement. (This 
is paragraph 2 of article X of the old agreement which has been redesignated 
as article XI of the new agreement. Of the rest of old article X, paragraphs 
1 and 3 have been deleted and the substance of paragraph 4 has been incor- 
porated in article VII of the new agreement. ) 


B. THE ADVANTAGES TO BE DERIVED BY THE PHILIPPINES AS A RESULT OF THE AMEND- 
MENTS EMBODIED IN THE NEW AGREEMENT 


It needs prescience to forecast what may happen 18% years hence. No sensible 
individual will attempt to essay this role. However, as a result of these nego- 
tiations, we now know that the Philippines have obtained definite, calculable, 
economic and political advantages. 

Using the terms and levels in the Trade Agreement of 1946 as bases, and com- 
paring these with the new agreement, we find that the United States is giving up 
215 percent in tariff preferences over a period of 18% years. This gives an 
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annual average of 11.6 percent. The figures also show that the Philippines 
obtained an aggregate gain of 410 percent in increased tariff protection. Over 
a period of 18% years, this means a gain of 22.1 percent per year. ‘Therefore, 
the total gain obtained by the Philippines in tariff advantage is 625 percent over 
1814 years, or an average of 33.7 percent yearly. 

In addition to these, Philippine goods subject to declining quotas would also 
follow the agreed pattern in the application of tariff and this has again resulted 
in an increase for the quota of these goods in the next 1814 years. While it is 
true that the Philippine industries producing these products are not in a position 
today to cover their present and increased quotas, this does not mean that they 
could not undertake an expansion program that would enable them to cover these 
quotas. 

I have seen the development program in Puerto Rico and I have seen the 
wonders performed by that country during the last 8 years, the result of the 
intensification of a well-planned and scientifically implemented industrialization 
program. One cigar factory which I visited turns out 100 million cigars a year, 
so that with 2 such factories in the Philippines, we could cover the entire quota 
for cigars allotted to the Philippines. We have always claimed that because the 
industries engaged in producing these products have been pegged to certain 
quotas, the development and expansion programs of these industries have been 
stultified. We can no longer say this as a result of this amendment in the new 
agreement. 

As I was reading an issue of the New York Times, I came across a news item 
that the consumption of the American market for sugar for 1955 has been set by 
the Department of Agriculture at 8,200,000 tons. In 1954, the initial quota was 
set at 8 million short tons, but the final quota reached 8,250,000 short tons. 
Ninety-five percent of the estimated increase was allotted to Cuba. Because of 
the provisions of the Trade Agreement of 1946, it has not been possible for our 
country to ask for an increase of our quota for sugar in the American market. 
The new agreement opens the door for us to bring up our case with the American 
Government. This requires hard and carefully planned work. We must be 
prepared to meet the lobbies of other countries. What this opportunity may 
finally mean to us, we cannot now say. But it definitely is a potential gain. 

In addition to what I have just stated, I would like to say this with reference 
to sugar. We had the figures computed in the event we abrogated the present 
Bell Trade Agreement and lost our quota in the United States market. If this 
should happen, I dare say our sugar industry would disappear. Whatever we 
now sell in the free world market is a loss to Philippine sugar exporters and I 
doubt very much that we would be allowed to convert wholly our quota in the 
United States market into a quota in the free world market. Based on available 
figures, in the supposition that we would continue with the industry while suffer- 
ing a tremendous loss, the actual loss to the Philippines as a result of her loss 
of quota in the United States market due to abrogation would amount to close to 
$42 million a year. 

In addition to these economic advantages which are now known, some of which 
can be quantified, we have the added advantage of being able to use economic 
instrumentalities which were denied us before. 

I have reference to the imposition of export taxes. I have discussed this 
matter to some extent in explaining the provisions of the new agreement. 
Nobody will dispute the point that the acquisition of the power to impose this 
kind of a tax gives the Government a powerful and effective economic weapon. 

I now refer to the power, which is now mutualized, to set quantitative restric- 
tions on the imports of both countries on products which may come into com- 
petition or seriously come into competition with the products of either country. 
I have also explained this point in my discussion of the articles of the new 
agreement. 

Another economic advantage gained by the Philippines is in having succeeded 
in removing absolute quotas for those products for which we have quotas in the 
United States, with the exception of sugar and cordage, and rice, which we 
dropped entirely. 

I now come to another economic advantage which, on the basis of past records, 
could be quantified. I have reference to the 2-cent-per-pound protection given 
to coconut oil in the United States market. On the basis of our estimated 
exports to the United States in the coming years, our yearly advantage amounts 
to $7,720.000. In 18% years this will amount to, roughly $142 million. This is 
a concrete and actual alvantage, because we in the Philippines have been taking 
full advantage of this price differential. 
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I-now come to the repeal of the article in the Trade Agreement of 1946 cover- 
ing currency. Although in the discussions this was grouped among the political 
proposals, it is in essence and in fact an economic provision. Yes; it involves 
the question of political sovereignty, but its nature is economic. I have dis- 
cussed this matter in explaining the new agreement, and all that I want to add 
now is that in any given emergency we would now be in a position to apply 
instant remedy on any monetary or currency problem that might arise. 


The objectives sought by the Philippine delegation 


As a basic statement, we say that one of the purposes sought in amending 
the Bell Trade Act is to effect a change in the economy of the Philippines. We 
say that so long as the Philippines would be dependent on a few industries that 
produce a few agricultural products for export, products subject to fluctuations 
in price in the world market, the Philippines would continuously be involved in 
many great difficulties. We pointed out the fact that as of today we have, out 
of a total labor force of between 7 million and 8 million, 1,800,000 persons 
unemployed. To this unemployment must be added our underemployed popu- 
lation. We also stressed the fact that 75 percent of our population is engaged 
in agricultural pursuits; and on the basis of 400,000 persons, which is our yearly 
population increase in the Philippines, to settle 75 percent of this years increase in 
population in agricultural lands, on the basis of, let us say, 5 to 6 persons per 
family, and at the cost of 2,000 per family, we would require an annual appro- 
priation of something like #100 million. We know that we do not have this kind 
of money in the Philippines; and even if we did have this money, it would be 
uneconomic to do so, because even after undertaking this program the settled 
families would still be living poorly. The obvious conclusion, therefore, is to 
shift our economy to one of industrialization, but an industrialization aimed more 
te supply the home market than for export purposes. We do not want to be 
placed in the precarious position of Japan today. 

Another objective sought was to provide protection for local industries, because 
only thus could we promote a local industrialization program of such size and 
extent that would enable us to change the structure of our economy. I think 
that with the amendments obtained we now have provided a favorable climate 
for such an industrialization program. May I, however, say what is obvious— 
that by just amending the provisions of the Bell Trade Act we would not be 
solving our economic ills. What we have succeeded in doing is to provide a 
favorable climate to effectuate a change in our economy. We have succeeded 
in opening the door. A lot remains to be done. 

The third objective was to improve our revenues. Our total import trade 
for the past few years has oscillated around $350 million a year, $300 million 
of this is made up of American goods which do not pay tariff and therefore no 
revenue is derived from the importation of these products. With the changes 
in the new agreement, we will be collecting higher customs levies on American 
goods and on an accelerated basis. 

A fourth objective was to improve our foreign exchange position. With the 
economic advantages obtained, plus the possibility of making use of the economic 
instrumentalities now given us, we certainly are in a much better position to 
improve our balance of payments position. During the discussions, we dis- 
covered that many American products, such as newsprint, milk, and flour, to 
mention a few, could be bought from other markets at much lower prices, but 
because American exporters have been taking full advantage of the protection 
accorded them in the Philippine market, they have succeeded in underselling 
foreign competitors by a margin of a few cents. This simply meant that we 
were making greater use of our dollar reserves than what would have been 
otherwise necessary and that our consumers were paying a much higher price 
for these products, if it were not for the free trade existing between the two 
countries. 


Mr. Mitxs. The committee stands adjourned subject to the call of 
the chairman. 
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(The following material was submitted for the record :) 


TEXTILE Export ASSOCIATION OF THE UNITED STATES, 
New York, N. Y., May 17, 1955. 
CLERK, COMMITTEE ON WAYS AND MEANS, 
United States House of Representatives, 
Washington, D. C. 


Dear Sir: In accordance with the announcement of Chairman Jere Cooper, 
of the Committee on Ways and Means, we, the Textile Export Association of 
the United States wish to express our views on H. R. 6059, known as the 
Philippine Trade Agreement Revision Act of 1955. 

For your information, the Textile Export Association was organized in 1930 
under the provisions of the Webb-Pomerence Act. Its members account for 
approximately 80 percent of the exports of American cotton yarn and piece 
goods and synthetic fibers and piece goods to the Philippines. The Philippines 
has long been one of the industry’s most important and dependable customers, 
being outranked in these respects only by the Dominion of Canada. Trade re- 
lations between our industry and distributors in the Philippines were established 
more than a half century ago and have been harmonious and of benefit to both 
eountries. Loss of this market would be a serious blow to our industry which 
already finds its onetime substantial foreign trade being lost to overseas indus- 
tries. For example, our shipments of cotton goods to world markets amounted 
to 1% billion yards in 1947. At present they are running at a rate of less than 
600 million yards per annum. 

Illustrative of the importance of Philippine trade to the American industry 
are the following statistics covering exports in square yards from United States 
to Manila in recent years. 





Year Cotton textiles | Rayon textiles 
107, 540, 420 6, 720, 000 

98, 673, 877 50, 631, 000 

83, 006, 020 65, 105, 000 

112, 666, S09 74, 481, 000 

42, 933, 603 21, 490, 000 

120, 311, 788 | 28, 600, 000 

94, 351, 535 41, 314, 993 

117, 164, 885 49, 858, 086 

115, 118, 336 26, 389, 083 





We do not object to the rates the Philippine Government plans to levy on the 
products of our industry nor to the timing of these tar.ffs. However, we feel the 
so-called differentials now prevailing should be retained. In short, we Lelieve 
that there should be no narrowing of the spread between rates levied on our 
products and those of other suppliers. The act in its present form confers great 
economic benefits upon the Philippines. In return for this so-called preferential 
treatment, it would seem that tariffs on American textiles should at least be 
levied in such a way as to maintain our historic position in that market. 

Also, we are convinced that it is in the interests of a stable economy in the 
Philippines to eliminate such regulatory devices as exchanges taxes, sales levies, 
and quotas once tariff schedules are put into effect. Anyone familiar with textile 
merchandising in Manila well knows that the present licensing system leaves 
much to be desired and has led to a deplorable state of affairs. We feel that 
adoption of a sound tariff policv and elimination of vexatious and unnecessary 
restrictions will not only contribute greatly to the revenues of the Philippine 
Government but will also bring about a reduction in the cost of living. 

We also feel that the act should provide for an exchange of export-import in- 
formation between the governments that would serve to prevent evasions of the 
act. Among these evasions is the practice of having foreign goods reprocessed in 
the United States and reexporting to the Philipipnes. We understand that the 
Manila government favors this kind of cooperation. 

Respectfully submitted. 

JOHN W. Murray, 
Secretary-Treasurer. 
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CorDAGE INSTITUTE, 
New York, N. Y., May 17, 1955. 
Re H. R. 6059. 


Hon. JERE COOPER, 
Chairman, House Ways and Means Committee, 
New House, Office Building, Washington 25, D. C. 

Dear Mr. Cooper: Cordage Institute is a trade association of the United 
States private hard fiber cordage and twine manufacturers. We are writing to 
you as a matter of information on behalf of the manufacturers listed on the 
attached. 

The bill provides for an absolute quota on Philippine hard fiber cordage of 
6 million pounds per year. Th'‘s provision is the same as contained in the 
Philippine Trade Act of 1946. The continuance of the absolute quota is neces- 
sary to protect the United States hard fiber cordage and twine industry which 
is essential to the national defense. The two main fibers used by the industry, 
abaca and sisalana, have been declared strategic materials and are being stock- 
piled. It is vital to the national security that this industry be maintained in a 
healthy condition to assure— 

1. The existence of sufficient capacity in terms of machinery and labor to 
meet war needs, and 

2. The consumption of fibers by the industry in sufficient volume to sup- 
port a national stockpile of fibers of the quantity and quality needed for a 
war effort. These fibers have to be rotated periodically (exchange of new 
fiber for old) to maintain their quality. 

During World War II the requirements for rope were in excess of 300 million 
pounds per year. This is more than three times peacetime requirements. It is 
obvious that the industry cannot continue to carry the large excess capacity 
required for war needs in the face of unrestricted imports. 

We understand that the Philippine Congress has authorized President 
Magsaysay to execute the trade agreement and therefore we respectfully recom- 
mend the approval of H. R. 6059 as it stands. 

Respectfully submitted. 

CorDAGE INSTITUTE, 
By DeWirr C. Scuieck, Secretary. 


Unrrep STATES PRIVATE HARD FIBER CORDAGE AND TWINE MANUFACTURERS 


American Manufacturing Co., Noble and West Streets, Brooklyn, N. Y. 

Cating Rope Works, Inc., 58-29 64th Street, Maspeth, N. Y. 

Columbian Rope Co., 309 Genesee Street, Auburn, N. Y. 

Edwin H. Fitler Co., Devereaux and Milnor Streets, Philadelphia, Pa. Mill: 
4400 Florida Avenue (P. O. Box 3185), Station Bywater, New Orleans 17, La. 

Great Western Cordage, Inc., 501 W. Palm Avenue, Orange, Calif. 

Hooven & Allison Co., 555 Cincinnati Avenue, Xenia, Ohio. 

Thomas Jackson & Son Co., 626 N, Ninth Street, Reading, Pa. 

New Bedford Cordage Co., 131 Court Street, New Bedford, Mass. 

Peoria Cordage Co., 1502 S. Washington Street, Peoria 2, I]. 

Plymouth Cordage Co. Mills: North Plymouth, Mass. ; 600 Pontchartrain Drive, 
New Orleans 31, La. 

EF. T. Rugg Co., 1 Sisal Street, Newark, Ohio. 

St. Louis Cordage Mills, 1046 Lafayette Street, St. Louis 4, Mo. 

Tubbs Cordage Co., 200 Bush Street, San Francisco 4, Calif. 

Tubbs Cordace Co., 2021 15th Avenue, West (P. O. Box 1836), Seattle 11, Wash. 

Wall Rope Works, Inc., 48 South Street, New York 5, N. Y. Mill: Beverly, N. J. 

Whitlock Cordage Co., 46 South Street, New York 5, N. Y. Mill: Foot of Lafa- 
yette Street, Jersey City, N. J. 


CALIFORNIA FIsH CANNERS ASSOCIATION, INC., 
Terminal Island, Calif., May 25, 1955. 
Hon. Ceci R. Kine, 
House of Representatives, 
Washington 25, D. C. 

Dewar Cec: With further reference to our telegram of May 16, 1955, regarding 
H. R. 6059 dealing with the proposed trade treaty with the Philippines, we wish 
to reiterate that we are completely sympathetic with the program of our Govern- 
ment fostering the economic welfare of the Republic of the Philippines. 
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We are concerned, however, that the proposed treaty be framed in such man- 
ner that the great advantages contemplated accrue only to the Philippines and 
that they not be made available for exploitation by other countries at the expense 
of our industry. 

Our office in Tokyo, Japan, has advised us several times during the past months 
that negotiations were being carried on between Japanese interests and interests 
in the Philippines, looking toward the establishment of tuna-canning facilities 
in the Philippines which nominally would be controlled by Philippine capital and 
Philippine nationals, yet actually operated by and for others. 

Japanese fishing fleets roam throughout the South Pacific. It would be a 
simple matter for them to deliver their catch to a Japanese installation in the 
Philippines instead of to their own home islands, there to be processed and 
exported to the United States at a bare fraction of the already inadequate duty 
assessed against canned tuna which comes directly from Japan. 

Such a turn of events is not intended, we are certain, as a result of the trade 
treaty now under consideration. One suggestion occurs that might tend to close 
such a loophole. It could be required that some minimum percentage—three- 
fourths or two-thirds—of any enterprise be Philippine financed and that the 
same percentage of Philippine nationals be employed before that enterprise could 
qualify for favorable tar.ff or customs treatment. S-milar proposals are now 
before the Congress for consideration in connection with other legislation. 

In addition to the threat outlined above, we also face loss of the Philippines as 
a market which we have historically enjoyed, for canned sardines and other 
inexpensive products of our west coast fisheries through the adoption of the 
proposed treaty. 

Over the years southern California fish canners have shipped large quantities 
of these products to the Philippines to supply a substantial portion of their 
animal protein food requirements. The present duty-free status of these prod- 
ucts entering the Philippines from the United States has kept us competitive with 
shipments from other countries, principally South Africa, which enjoys lower 
production costs due to lower labor rates and substantially lower ocean freight 
rates. The rate for our product presently is $1.10 per case, increasing June 30, 
1955, against the rate from South Africa of 48 cents per case. 

The rapid acceleration of tariff rates on our goods entering the Philippines 
under the proposed treaty will cancel the equalizing factor of our present duty- 
free status and place us at a competitive disadvantage in the Philippine market. 
We have lost almost all foreign markets to competing low-wage countries and we 
have urgent need to retain our position in the Philippine market which histori- 
eally has looked to America for its supply of canned sardines and other inex- 
pensive canned-fish products. 

We ask that you bring these problems before the Ways and Means Committee 
of the House in its consideration of H. R. 6059 so that proper safeguards can 
be included in the final bill. 

With best wishes, 

Sincerely, 
Cuas. R. Carry, Executive Director. 


CALIFORNIA PACKING CorpP., 
San Francisco, June 3, 1955. 
Hon. JERE Cooper, 
Chairman, House Ways and Means Committee, 
House Office Building, Washington, D. C. 


Dear Mr. CHAIRMAN: The California Packing Corp. has a wholly owned sub- 
sidiary, the Philippine Packing Corp., which grows and packs pineapple products 
on the island of Mindanao in the Philippines. 

Our investment in physical assets in the Philippines is approximately $10 mil- 
lion. The Philippine Packing Corp. is one of the largest dollar-producing enter- 
prises in the Philippines, contributing significantly to the dollar reserve of the 
country, as well as being one of the largest employers, providing employment 
for approximately 3,500 Filipinos. 

While we recognize that our subsidiary will be increasingly adversely affected 
by the imposition of United States tariff, because almost all of its products— 
canned pineapple and canned pineapple juice—are shipped to this country, we 
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nevertheless feel that this presently proposed trade agreement is for the mutual 
benefit of the United States as well as the Philippines. 
Therefore, we strongly urge that the Congress of the United States give 
approval to this agreement, H. R. 6059. 
Very truly yours, 
R. G. Lucks, President. 


TusBBS CorRDAGE Co., 
San Francisco, Calif., May 16, 1955. 
Hon. JERE Cooper, 
Chairman, Ways and Means Committee, House of Representatives, 
Washington 25, D. C. 


Dear CONGRESSMAN Cooper: It is with considerable interest that I note your 
introduction of H. R. 6059 which has been referred to the Ways and Means 
Committee. My company has considerable interest in the Philippines and is 
anxious to see proper legislation passed in both countries to permit adoption of 
the Philippine Trade Agreement Revision Act of 1955 based upon the Langley- 
Laurel recommendations. You have our support in this matter. 

Yours very truly, 
HERMAN D. NicHots, Vice President. 





RCA ComMuNICcATIONS, INC., 
New York, N. Y., May 18, 1955. 
Hon. JERE Cooper, 
Chairman, Ways and Means Committee, The House of Representatives, 
Washington, D. C. 


Dear Sir: RCA Communications, Inc., wishes to take this opportunity to rec- 
ommend the enactment of H. R. 6059, a bill to authorize the President to revise 
the 1946 Trade Agreement between the United States and the Republic of the 
Philippines. The bill embodies the agreement signed in Washington on Decem- 
ber 15, 1954, by Chairman James M. Langley of the United States delegation for 
Philippine trade negotiations and Senator Jose Laurel, chairman of the Philip- 
pine Economic Commission. 

RCA Communications, Inec., is a wholly owned subsidiary of Radio Corpora- 
tion of America and is engaged in public service radiotelegraph, radiophoto, and 
radio program transmission service between the United States and the Philip- 
pines and other countries throughout the world. It also provides radiotelephone 
service from the Philippines to the United States and other countries. It oper- 
ates radio transmitting and receiving facilities in the Philippines, as well as in 
the United States and certain overseas points. 

It is our opinion that the proposed bil! will assist in promoting mutually ad- 
vantageous trade relations between the United States and the Philippines, will 
provide more equitable treatment in the field of taxation, will generally assist 
in protecting United States citizens and American business enterprises against 
discriminatory treatment, and will promote the security of American invest- 
ments in the Philippines. For these reasons, we favor the bill and desire to 
recommend its enactment. 

Very truly yours. 
THOMPSON H. MITCHELL, President. 





LEpWARD, Bresy & Co., INC., 
New York, N. Y., May 13, 1955. 
H. R. 6059. 


Hon. JERE COOPER, 
Chairman, Ways and Means Committee, 
House of Representatives, Washington, D. C. 

Str: We understand that President Eisenhower has requested the Congress 
to approve a renegotiated 1946 United States-Philippines Trade Agreement, and 
heartily approve the President’s action. 

The firm of Ledward, Bibby & Co., Inc., has been associated with Philippine 
trade for more than half a century and we feel that the approval of H. R. 6059 
will be mutally beneficial to the economy of the Philippines and the United States. 


Very truly yours, 
JoHN J. MoCane, President. 
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Henry M, Youns, INc., 
% New York, N. Y., May 10, 1955. 


Re H. R. 6059, the Philippine Trade Agreement Revision Act of 1955. 


CLERK OF THE COMMITTEE ON WAYS AND MEANS, 
Room 1102, New House Office Building, Washington 25, D.C. 

Dear Str: We appreciate receipt of your press release dated May 6, regarding 
the above captioned matter. 

Although I would be very anxious to testify personally at the public hearings 
on behalf of our company, I am unable to do so at the present time. I have just 
left the hospital after a prolonged stay following an operation and regret to say 
that I have to refrain from appearing personally at the hearings on doctor’s 
advice. I will however take advantage of the manner by which to testify 
through a written statement just as indicated in the last paragraph of your 
press release. 

Consequently, we enclose herewith 3 copies of a written statement wherein we 
mention 2 points of interest, not only to this company but to the entire business 
community engaged in trade to the Philippine Republic. We sincerely hope our 
suggestions will be found of interest to the committee and may help to clarify the 
text of the Philippine Trade Agreement Revision Act of 1955 in order to avoid 
ambiguity in the future and to assist in establishing a smooth and fair relation- 
ship between the United States and Philippine business community. 

Yours very truly, 
e HENry M. Youne. 


Henry M. Younae., Inc., 
New York, N. Y., May 10, 1955. 


Re H. R. 6059, Philippine Trade Agreement Revision Act of 1955. 


Hon. JERE Cooper, 
Chairman, Committee on Ways and Means, 
Washington 25, D.C. 


My Dear Sir: Further to our today’s letter wherein the writer expressed 
his inability to attend personally the open hearings on the above captioned 
bill, we wish however to take advantage of the possibility given to us by intro- 
ducing a written statement on the matter, as follows: 

1. Previous experience has shown that the Philippine Government does often 
prematurely move items for import into the Philippines to the so-called pro- 
hibited list. This is sometimes done long before domestic production in the 
Philippines of the specific item has been started. It appears that often plans 
by firms located in the Philippines indicating their intention of producing certain 
items are sufficient to move the particular item to the prohibited list. In other 
instances, once production has begun imports of the item are no longer permitted. 
We believe the Philippine Republic has asked for a revision of the Bell Trade 
Act in order to collect duties and to put the economic relationship with this 
country on a more equitable basis. There is and can be no objection on our 
part to this idea. However, it appears impossible for any American company 
to compete fairly in the Philippine market if the Philippine Republic does not 
allow such competition through the mere process of shutting out the United 
States-made item from the Philippine market. We feel that given the oppor- 
tunity under the proposed new Philippine Trade Agreement, most American 
firms will be able to compete to a certain degree whereas on the other hand 
the duties levied against American goods starting January 1956, will give 
sufficient protection to the domestic industry in the Philippines. 

2. It appears that certain industries having been established in the Philip- 
pines for any length of time have lately been granted so-called tax exemption 
under the Philippine Republic Act No. 901 of June 20, 1953, or any subsequent 
act dealing on the same subject. This may appear to be solely a matter of 
Philippine jurisdiction. Actually, it is a well-known fact that tax exemption 
carries automatically the right for any Philippine firm to import goods fully 
duty free from any country of origin. In this manner we believe a particular 
industry is being removed from the jurisdiction of the trade agreement between 
the United States and the Philippine Republic in view of the fact that an action 
of this sort does not constitute a discrimination against United States shippers. 
We do by no means intimate that this is done deliberately by the Government 
of the Philippine Republic for we feel rather the opposite is the case. We have 
been given to understand by the United States State Department that these con- 
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ditions are known to the Government of the Philippines and that action is con- 
templated during this session by the Congress of the Philippines to remedy the 
matter. We know of a case where one firm being part of a long-established 
industry has been granted tax exemption and that other firms in the same field 
are trying to obtain the same privilege. In cases of this sort the proposed 
preferential treatment to be granted to American shippers under the Philippine 
Trade Agreement Kevision Act of 1955 is nullified in view of the fact that the 
Philippine importer can secure his requirements from any country in the world 
without payment of duty. Moreover, it is our belief and our understanding that 
the Philippine Government pressed strongly for permission to levy duty against 
United States goods in order to secure much-needed revenue. The argument 
granted, it appears inconsistent with the above-mentioned practice where oid, 
established firms are granted tax exemption which automatically means the 
foregoing by the Government of the Philippine Republic of much-needed income. 

We would greatly appreciate it if the above suggestions would be given con- 
sideration by your columittee for we feel they will go a long way toward smooth- 
ing the relationship between the two countries in avoiding unnecessary dis- 
crimination and hardships. May we point out that we do by no means criticise 
the steps taken by the Government of the Republic of the Philippines to press for 
a revision of the Bell Trade Act but we honestly feel that certain sageguards 
protecting the interests of the American business community should be written 
into the new agreement. 

Thanking you for having been given the opportunity to express ourselves, we 
remain 

Respectfully yours, 
HENryY M. Youna. 


Leo H. Hirscu & Co., 
New York 10, N. Y., May 138, 1955. 





Chairman JERE CooPER, 
Committee on Ways and Means, Washington, D. C. 

Dear Sir: Referring to the Philippine Trade Agreement Revision Act of 1955, 
for your info: mation, we are furnishing the following statistics which are from 
the United States Department of Commerce and Wildlife Service reports show- 
ing the imports of pearl buttons from 1945 to 1953; also showing United States 
production from 1947 to 1953 : 


Philippine Re- United States 


Year 


public production 

PO OE ni ttertcesihvciinentinil eden 

Lente Oh 43,234] —+:13, 341, 000 
233, 110 11, 784, 208 

353, 87. 8, 809, 951 

616, 0u) 10, 743, 831 

620, 70 9, 200, 044 

759, 79 9, 564, 858 

$82, 30 9, 503, 000 











You will notice that the imports from Japan increased from about 8,000 gross 
in the year 1946 to 2,225,000 gross in 1953. The imports from the Philippines 
increased from 30,000 gross from 1945 to 880,000 gross in 1953, while the produc- 
tion in the United States declined from 13 million in 1947 to 9,500,000 in 1953. 

All the above shows how the pearl button business is being squeezed by the 
importation of both Japanese and Philippine pear! buttons. 

under date of February 3, 1955, we received a letter from the Philippines, part 
of which reads as follows: 

“However, we are now working on an order to prohibit the exportation of shells 
from Manila, which will help us to get more shells for use in our factory and 
if same goes through, we will be able to ship out blanks instead of buttons and 
thus get around the quota entanglement. 

“This is now a matter of patience and depends on our connections at the palace 
with the President of the Philippines, who has to sign that executive order. We 
feel that same will be signed shortly as the export control committee has approved 
same and recommended for signature.” 

This will indicate that, notwithstanding the fact that the Philippines are 
asking an extension of free duty, they are also attempting at the same time to 
cut off our supply of raw material. 
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We do not believe it is necessary or fair to permit more pearl buttons to come 
in free of duty and we trust that the old arrangements will continue with the 
Philippine Islands. 

Yours very truly, 
Leo H. Hirscw#. 





STATEMENT OF JOHN G. RusSELL, CHAIRMAN, FRIENDS OF THE PHILIPPINES, 
Boston, Mass. 


TO HOLD FITTING MEMORIAL EXERCISES TO COMMEMORATE THE SECOND ANNIVERSARY 
OF THE LIBERATION OF MANILA, ON FEBRUARY 5, 1947 


Friends of the Philippines was organized in January 1947, as a committee to 
foster friendly relations and mutual understanding between the peoples of 
the United States and the Philippines, with the three graces—faith, hope, and 
charity—as a source of guidance and inspiration. 

The work of the committee was continued toward the support of the holding 
of fitting exercises at the time of Bataan Day, April 9, every year, and Rizal Day, 
December 30. From the very beginning of its work, the committee has had 
the recognition and support of the governors of Massachusetts, and the mayors 
of Boston. 

As mutual friendship, understanding and cooperation have been the primary 
obiectives of the committee, its members have endeavored at all times to en- 
courage all constructive factors bearing on its objectives, and to be alert 
regarding destructive developments which might become known to it from 
time to time. 

At the open hearings held on May 16, 1955, by the House Committee on Ways 
and Means, on H. R. 6059, the Philippine Trade Agreement, Revision Act of 
1955, some evidence was introduced that could not be otherwise than most 
disturbing, and because of this, it has been deemed appropriate and advisable 
to make this statement for the consideration and study of those interested 
in the friendly relations existing between the peoples of the United States and 
the Philippines. 

The first and most disturbing evidence presented was to the effect that “there 
were sharp and real differences with respect to the inequities of the 1946 
Trade Act. * * * The United States delecation took the position that the sng- 
gested revisions originally proposed by the Philippine Economic Mission were 
extreme” (statements by Assistant Secretary of Agriculture Earl L. Butz). 
Further, in response to an inquiry from Congressman McCarthy, of Minnesota, 
with reference to the stalemate between the two delezations at the beginning 
of the negotiations, we gathered from the reply by the State Department spokes- 
man, that the impasse resulted because the members of the Philippine delegation 
did not understand that there were two sides to the problem. 

Secondly, as the hearing proceeded it appeared obvious that other parties 
whose interests were involved were not being heard, and had not been heard 
at all, such as for example, Americans in the Philippines not represented by 
any chamber of commerce or association; or Boston business interests. After 
all it was Boston money and enterprise that opened the Philippines for American 
business long before the Battle of Manila Bay. 

Third, from time to time reports of discrimination against Americans in the 
Philippines have come to our attention, and this condition if true, was some- 
thing that might well be exceedingly serious. In the fall of 1952, when then 
President of the Philippines, Elpidio Quirino, was in New York City, this chair- 
man, accompanied by his counsel, the Honorable John J. O’Connor, inquired of 
the President as to the nature of discrimination against Americans in the 
Philippines, and whether he might be disposed to make some reassuring state- 
ment on the matter. The President indicated that there was no need for him to 
make any statement, because everybody in Manila knew that he was friendly to 
all Americans. The visit with the President was very pleasant, and we left 
him feeling well impressed with his attitude. 

Reports from the Philippines to this date continue to include versions of 
discrimination against Americans which cannot be other than very disturbing. 
Two month ago, a Report on Employment signed by Theo. Hall, chairman, which 
was a part of the American Community Newsletter, December 1954, published by 
the American Association of the Philippines, came to our attention, which in- 
dicates that there is at least some measure of discrimination against Americans 
in the Philippines. 
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We quote from this newsletter : 
“American association serves needs of United States community in Manila 


“The American Association of the Philippines, now finishing its sixth year of 
endeavor, has a current membership of 1,500 United States citizens living in 
the Philippines. Founded in January 1949, with 400 persons attending the first 
general meeting, the association set forth as its purposes: “To maintain, service, 
and promote the general welfare of the United States citizens in the Philippines,’ 
and ‘to foster amity, good will, and understanding between the United States 
citizens and the citizens of the Republic of the Philippines’.” 

We quote from the Report on Employment in the Newsletter : 

“One of the functions of the American Association of the Philippines, as set 
forth in its constitution, is ‘to assist in providing for the social welfare needs 
of the American Community.’ 

“Practically all of the large firms have been contacted from time to time in 
behalf of some man who was in need of employment and the answer has been 
almost invariably, ‘We cannot employ Americans to occupy jobs that can be filled 
by Filipinos.’ 

“It has been for this reason that the American Association has made every 
endeavor in the last few years to repatriate as many of these unemployed men 
as possible and through cooperation of all parties concerned, the association 
has been remarkably successful in its efforts. 

“Quite often, members of the association will send some man around to the 
association’s office telling the man that most probably the association will be 
able to tell him where he can find work, and the man’s dsappointment when he 
finds that it is hopeless is pitiful. 

“This is being written for two purposes: 

“First. If any member has or knows of a job of any sort that an American 
can have, please notify the association’s office. 

“Second. If an American applies to you for assistance and you have or know 
of no work that he can do, do not raise his hopes by telling him that the associa- 
tion can find him a job. You may send him to the association’s office for such 
help as the association may be able to give him, but please explain that the likeli- 
hood of finding work in the Philippines is indeed remote.” 

If the implied discrimination against Americans seeking employment in the 
Philippines is true, the condition imperatively requires inquiry as to its origins, 
and as to why it continues to prevail. 

We feel that substantial areas of information regarding developments in 
the Philippines have not been covered, and that more time should be devoted 
to their exploration. Interested parties who have not been heard for various 
reasons, might well have very serious grievances, and it would be constructive 
to know how Americans who have suffered losses due to conditions in the 
Philippines may be covered for damages suffered. 

The New York Times of Friday, May 20, 1955, under the heading “Manila 
Congress Ends, Is Recalled—Magsaysay Orders a Special Session When Legis- 
lators Fail To Vote Reforms,” states that the Philippine-United States trade 
act revision threshed out in Washington last year was passed. And further: 
“But on land reform Congress went part way to meet Magsaysay’s program, 
then balked under pressure against the legislation tending to redistribute large 
estates and give farm tenants a greater share of soil benefits. The pressure 
was subtle but effective. Where it dared not appear openly, it created con- 
fusion so great that by midnight neither House of Congress knew accurately 
what legislation it had passed and what had been rejected or amended. 

“* * * Another bill seeking to create a more favorable climate for foreign 
investments failed of passage in the House.” 

We feel that many conditions have not been clarified, nor have yet crystallized, 
which will in time have material bearing on the relations between the Philip- 
pines and the United States, and that H. R. 6059 as it stands is inadequate for 
the solution of Philippine-American relations. 
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APPENDIX I 


AGREEMENT BETWEEN THE UNITED STATES OF AMER- 
ICA AND THE REPUBLIC OF THE PHILIPPINES REVIS- 
ING THE AGREEMENT OF JULY 4, 1946, CONCERNING 
TRADE AND RELATED MATTERS DURING A TRANSI- 
TIONAL PERIOD FOLLOWING THE INSTITUTION OF 
PHILIPPINE INDEPENDENCE 


Provisions of existing Agreement in which no change is proposed are shown in 
Roman; existing provisions proposed to be omitted are enclosed in brackets ; 
new matter is shown in italics 


The President of the United States of America and the President 
cf the Republic of the Philippines, [recalling] mindful of the close 
economic ties between the people of the United States and the people 
of the Philippines during many years of intimate political relations, 
[mindful of the great physical destruction and social disturbances 
suffered by the Philippines as a result of their valiant support of the 
cause of the United Nations in the war against Japan,] and desiring 
to enter into an agreement [accepting on the part of each country 
the provisions of Title If and Title III (except Part 1) of the 
Philippine Trade Act of 1946 of the United States of America,] 
in keeping with their long friendship, which will be mutually beneficial 
to the two peoples and will strengthen the economy of the Philippines 
so as to enable that Republic to contribute more effectively to the peace 
and prosperity of the free world, have agreed to the following Articles: 


ARTICLE I 


[1. During the period from the date of the entry into force of this 
Agreement to July 3, 1954, both dates inclusive, United States articles 
as defined in Subparagraph (e) of Paragraph 1 of the Protocol to 
this Agreement entered, or withdrawn from warehouse, in the Philip- 
pines for consumption, and Philippine articles as defined in Subpara- 
graph (f) of Paragraph 1 of the Protocol entered, or withdrawn 
from warehouse, in the United States for consumption, shall be 
admitted into the Philippines and the United States, respectively, 
free of ordinary customs duty. 

[2. The ordinary customs duty to be collected on United States 
articles as defined in Subparagraph (e) of Paragraph 1 of the Proto- 
col, which during the following portions of the period from July 4, 
1954, to July 3, 1974, both dates inclusive, are entered, or withdrawn 
from warehouse, in the Philippines for consumption, and on Philip- 
= articles as defined in Subparagraph (f) of Paragraph 1 of the 

rotocol, other than those specified in Items D to G, both inclusive, 
of the Schedule to Article iL, which during such portions of such 
period are entered, or withdrawn from warehouse, in the United States 


115 





116 PHILIPPINE TRADE AGREEMENT REVISION ACT OF 1955 


for consumption, shall be determined by applying the following per- 
centages of the Philippine duty as defined in Subparagraph (h) of 
Paragraph 1 of the Protocol, and of the United States duty as defined 


in Subparagraph (g) of Paragraph 1 of the Protocol, respectively : 


[(a) During the period from July 4, 1954, to December 31, 
1954, both dates inclusive, five per centum. 

[(b) During the calendar year 1955, ten per centum. 

[(c) During each calendar year after the calendar year 1955 
until and including the calendar year 1972, a percentage equal to 
the percentage for the preceding calendar year increased by five 
percentum of the Philippine duty and the United States duty, 
respectively, as so defined. 

[(d) During the period from January 1, 1973, to July 3, 1974, 
both dates inclusive, one hundred per centum.] 


1. The ordinary customs duty to be collected on United States arti- 
cles as defined in Subparagraph (e) of Paragraph 1 of the Protocol, 
which during the following portions of the period from January 1, 
1956, to July 3, 1974, both dates inclusive, are entered, or withdrawn 
from warehouse, in the Philippines for consumption, shall be deter- 
mined by applying the following percentages of the Philippine duty 
as defined in Subparagraph (h) of Paragraph 1 of the Protocol: 

(a) During the period from January 1, 1956, to December 31, 
1958, both dates inclusive, twenty-five per centum. 

(6) During the period from January 1, 1959, to December 31, 
1961, both dates inclusive, fifty per centum. 

(c) During the period from January 1, 1962, to December 31, 
1964, both dates inclusive, seventy-five per centum. 

(d) During the period from January 1, 1965, to December 31, 
1973, both dates inclusive, ninety per centum. 

(e) During the period from January 1, 1974, to July 3, 1974, 
both dates inclusive, one hundred per centum. 

2. The ordinary customs duty to be collected on Philippine articles 
as defined in Subparagraph (f) of Paragraph 1 of the Protocol, other 
than those specified in the Schedule to Paragraph 2 of Article I, 
which during such portions of such period are entered, or withdrawn 
from warehouse, in the United States for consumption, shall be deter- 
mined by applying the following percentages of the United States 
duty as defined in Subparagraph (g) of Paragraph 1 of the Protocol: 

(a) During the period from January 1, 1956, to December 31, 
1958, both dates inclusive, five per centum. 

(6) During the period from January 1, 1959, to December 31, 
1961, both dates inclusive, ten per centum. 

(c) During the period from January 1, 1962, to December 31, 
1964, both dates inclusive, twenty per centum. 

(d) During the period from January 1, 1965, to December 31, 
1967, both dates inclusive, forty per centum. 

(e) During the period from January 1, 1968, to December 31, 
1970, both dates inclusive, sixty per centum. 

(f) During the period from January 1, 1971, to December 31, 
1973, both dates inclusive, eighty per centum. 








MARQARDARAANANAARANAANANNAANDNSH 


PHILIPPINE. TRADE AGREEMENT REVISION ACT OF 1955 117 


(9) During the period from January 1, 1974, to July 3, 1974, 
both dates inclusive, one hundred per centum. 


Note: The following table shows the tariff preferences under the existing 
agreement and under the proposed amended agreement for Philippine articles 
(other than certain tobacco products, coconut oil, and buttons of pearl or shell) 
imported into the United States and for United States articles imported into 
the Philippines. 


Table of Tariff Preferences Under Original Agreement and Under 
Proposed Amended Agreement 


Original 


» : » > » » 
Agreement Proposed Amended Agreement 


Percentage of Percentage of duty— 


Period | duty to be col- 


lected by both 
the United 
States and the 


to be collectec 


1 


by United States 


to be co'lected 
by Philiy pines 














| ‘Paltippines— | o"Lilippine jon United Stats 
January 2, 1947—July 3, 1954_______- ee al aaa ioe Beg eps om aed 
July 4, 1954—December 31, 1954_____- | 5 percent__- it t SU Sh Ss SEUSS 
Calendar year 1956..................| 10 pereemt..|_.< zis: étedsiouateas 
Calendar vear 1956._..........._-.. | 15 percent__| 5 percent___| 25 percent. 
Calendar year 1957______- .-----| 20 percent__| 5 percent___| 25 percent. * 
Calendar year 1958____- ata __| 25 percent 5 percent___| 25 percent. 
Calendar year 1969..5.2...2.-22244 | 30 percent__| 10 percent__| 50 percent. 
Calendar year 1960___- _...----| 35 percent__| 10 percent__| 50 percent. 
Calendar year 1961_____-- _.....-| 40 percent__| 10 percent__| 50 percent. 
Calendar year 1962_.__.._.__-- _...| 45 percent__| 20 percent__| 75 percent. 
Calendar year 1963___- _.| 50 percent__| 20 percent 75 percent. 
Calendar year 1964_________- _...| 55 percent__} 20 percent 75 percent. 
Calendar year 1965__ ‘ 60 percent__| 40 percent__| 90 percent. 
Calendar year 1966____- _...| 65 percent__| 40 pereent__| 90 percent. 
Calendar year 1967__- ...--| 70 percent 40 percent 90 percent. 
Calendar year 1968___ _..-| 75 percent 60 percent 90 percent. 
Calendar year 1969__._._..___._--.- | 80 percent__| 60 percent 90 percent. 
Calendar voar. 1970... ..in<<..60s0k%- | 85 percent__| 60 percent 90 percent. 
Calendar year 1971__- _....-.| 90 percent__| 80 percent__| 90 percent. 
Calendar year 1972__- | 95 percent__| 80 percent 90 percent. 
Calendar year 1973_. 23 100 percent_| 80 percent 90 percent. 


January 1, 1974—July 


3, 1974 


100 percent 


100 percent 


100 percent. 


3. Customs duties on United States articles, and on Philippine 


articles, other than ordinary customs duties, shall be determined with- 
out regard to the provisions of Paragraph 1 and 2 of this Article, 
but shall be subject to the provisions of Paragraph 4 of this Article. 

4. With respect to United States articles imported into the 
Philippines, and with respect to Philippine articles imported into the 
United States, no duty on or in connection with importation shall be 
collected or paid in an amount in excess of the duty imposed with 
respect to like articles which are the product of any other foreign 
country, or collected or paid in any amount if the duty is not imposed 
with respect to such like articles. As used in this Paragraph, the 
term “duty” includes taxes, fees, charges, or exactions, imposed on or 
in connection with [importation ;] importation, but does not include 
internal taxes or ordinary customs duties. 
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5. With respect to products of the United States which do not 
come within the definition of United States articles, imported into the 
Philippines, no duty on or in connection with importation shall be 
collected or paid in an amount in excess of the duty imposed with 
respect to like articles which are the product of any other foreign 
country, or collected or paid in any amount if the duty is not imposed 
with respect to such like articles which are the product of any other 
foreign country. As used in this Paragraph the term “duty” includes 
taxes, fees, charges, or exactions, imposed on or in connection with 
[importation ;] zmportation, but does not include internal taxes. 

6. With respect to products of the Philippines, which do not 
come within the definition of Philippine articles, imported into the 
United States, no duty on or in connection with importation shall be 
collected or paid in an amount in excess of the duty imposed with 
respect to like articles which are the product of any other foreign 
country (except Cuba), or collected or paid in any amount if the duty 
is not imposed with respect to such like articles which are the product 
of any other foreign country (except Cuba). As used in this Para- 
graph the term “duty” includes taxes, fees, charges, or exactions, im- 
posed on or in connection with [importation ;] importation, does not 
include internal taxes. 

7. Notwithstanding the provisions of Paragraph 1 of this Article, 
the Philippines shall impose a temporary special import tax, in lieu | 
the present tax on the sale of foreign exchange, on any article or prod- 
uct imported or brought into the Philippines, irrespective of source; 
provided that such special levy is applied in a non-discriminatory man- 
ner pursuant to Paragraphs 4 and 5 of this Article, that the initial tam 
is at arate no higher than the present rate of the foreign exchange tax, 
and that the tax shall be progressively reduced at a rate no less rapid 
than that specified in the following Schedule. If, as a result of apply- 
ing this Schedule, the total revenue from Philippine customs duties 
and from the special import tax on goods coming from the United 
States is less in any calendar year than the proceeds from the exchange 
tax on such goods during the calendar year 1955, no reduction need be 
made in the special import tax for the newt succeeding calendar year, 
and, if necessary to restore revenues collected on the importation of 
United States goods to the level of the exchange tax on such goods in 
calendar year 1955, the Philippines may increase the rate for such 
succeeding calendar year to any previous level provided for in this 
Schedule which is considered to be necessary to restore such revenues 
to the amount collected from the ewchange tax on United States goods 
in calendar year 1955. Rates for the special import levy in subsequent 
years shall be fixed in accordance with the schedules specified in this 
Article, eacept as the Philippine Government may determine that 
higher rates are necessary to maintain the above-mentioned level of 
revenues from the importation of United States goods. In this event, 
such rate shall be determined by the Philippine Government, after 
consultation with the United States Government, at a level of the 
Schedule calculated to cover any anticipated deficiency arising from 
the operation of this provision. 
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SCHEDULE FOR REDUCING SPECIAL IMPORT TAX 


(a) After December 31, 1956, ninety percentum. 

b) After December 31, 1957, eighty per centum. 
c) After December 31, 1958, seventy per centum. 
) After December 31, 1959, sixty per centum. 

) After Decenber 31, 1960, fifty per centum. 

) After December 31, 1961, forty per centum. 

) After December 31, 1962, thirty per centum. 
) After December 31, 1963, twenty per centum. 
) After December 31, 1964, ten per centum. 

) On and after January 1, 1966, nil. 


Articite II 


1. During the period from January 1, [1946] 1956, to December 31, 
1973, both dates inclusive, the total amount of the articles falling with- 
in one of the classes specified in Items A and A-1 [,, and C to G, both 
inclusive,] of the Schedule to this [Article] Paragraph, which are 
Philippine articles as defined in Subparagraph (f) of Paragraph 1 
of the Protocol, and which, in any calendar year, may be entered, 
or withdrawn from warehouse, in the United States for consumption, 
shall not exceed the amounts specified in such Schedule as to each class 
of articles. During the period from January 1, [1946] 1956, to Decem- 
ber 31, 1973, both dates inclusive, the total amount of the articles 
falling within the class specified in Item B of the Schedule to this 
[Article] Paragraph which are the product of the Philippines, and 
which, in any calendar year, may be entered, or withdrawn from 
warehouse, in the United States for consumption, shall not exceed 
the amount specified in such Schedule as to such class of articles. 
During the period from January 1, 1974, to July 3, 1974, both dates 
inclusive, the total amounts referred to in the preceding sentences 
of this Paragraph shall not exceed one-half of the amount specified 
in such Schedule with respect to each class of articles, respectively. 
The establishment herein of the limitations on the amounts of Philip- 
pine raw and refined sugar that may be entered, or withdrawn from 
warehouse, in the United States for consumption, shall be without 
prejudice to any increases which the Congress of the United States 
might allocate to the Philippines in the future. The following Sched- 
ule to Paragraph 1 shall constitute an integral part thereof: 


Schedule of Absolute Quotas’ 


Item Classes of Articles Amounts 
A Sugars 952,000 short tons 
A-1 of which not to erceed_____- adele oa Bee eda dk aS 56,000 short tons 


may be refined sugars, meaning “direct-consumption 
sugar” as defined in Section 101 of the Sugar Act of 
[1937] 1948, as amended, of the United States which 
is set forth in part as Annex I to this Agreement. 

B Cordage, including yarns, twines (including bind- 6,000,000 Ibs. 
ing twine described in Paragraph 1622 of the Tariff 
Act of 1930 of the United States, as amended, which 
is set forth as Annex II to this Agreement), cords 
cordage, rope, and cable, tarred or untarred, wholly 
or in chief value of manila (abaca) or other hard 
fiber. 


1This schedule does not constitute a substantive change of the agreement. It contains 
items A, A-—1, and B in the schedule to Article II of the existing agreement. 
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2. Philippine articles as defined in Subparagraph (f) of Para- 
raph 1 of the Protocol falling within one of the classes specified in 
Items D to G, both inclusive, of the Schedule to this Article, which] 

the items included in the Schedule to this Paragraph, which, during 
the following portions of the period from January 1, [1946] 1956, to 
December 31, 1973, both dates inclusive, are entered, or withdrawn 
from warehouse, in the United States for consumption, shall be free of 
ordinary customs duty, in quantities determined by apprying the fol- 
lowing percentages to the amounts specified in such Schedule as to 
each such class of articles: 

[(a) During each of the calendar years 1946 to 1954, one 
hundred per centum. 

[(b) During the calendar year 1955, ninety-five per centum.] 

(a) During each of the calendar years 1956 to 1958, inclusive, 
ninety-five per centum. 

[(c) During each calendar year after the calendar year 1955 
until and including the calendar year 1973, a percentage equal 
to the percentage for the preceding calendar year decreased by 
five per centum of such specified amounts.] 

(6) During each of the calendar years 1959 to 1961, inclusive, 
ninety per centum. 

(c) During each of the calendar years 1962 to 1964, inclusive, 
eighty per centum. 

(d) During each of the calendar years 1965 to 1967, inclusive, 
sixty per centum. 

(e) During each of the calendar years 1968 to 1970, inclusive, 
forty per centum. 

(f) During each of the calendar years 1971 to 1973, inclusive, 
twenty per centum. 

(g) On and after January 1, 1974, nil. 

The following Schedule to Paragraph 2 shall constitute an integral 
part thereof: 

Schedule of Tariff Quotas’ 
Item Classes of Articles Amounts 


A Cigars (exclusive of cigarettes, cheroots of all 200, 000, 000 cigars 
kinds, and paper cigars and cigarettes, including 
wrappers ). 
B Scrap tobacco, and stemmed and unstemmed filler 6,500, 000 lbs. 
tobacco described in Paragraph 602 of the Tariff Act 
of 1930 of the United States, as amended, which is set 
forth as Anneg II] to this Agreement. 
0 Coconut oil 200, 000 long tons 
D Buttons of pearl or shell 850, 000 gross 


The quantities shown in the Schedule to this Paragraph represent 
base quantities for the purposes of computing the tariff-free quota and 
are not absolute quotas. Any such Philippine article so entered, or 
withdrawn from warehouse, in excess of the duty-free quota provided 
in this Paragraph shall be subject to one hundred per centum of the 


United States duty as defined in Subparagraph (g) of Paragraph 1 
of the Protocol. 


2 This schedule contains items D, EB, F, and G in the schedule to article IT of the existing 
agreement. Under the existing agreement these items are subiect to absolute quotas in 
the amounts stated: under the proposed amended agreement these items would be subject 
only to tariff quotas beginning in the amount stated. 
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[3. Each of the quotas provided for in Paragraphs 1 and 2 of this 
Article for articles falling within one of the classes specified in Items 
A-1 and B, and D to G, each inclusive, of the Schedule to this Article 
shall be allocated annually by the Philippines to the manufacturers 
in the Philippines in the calendar year 1940 of products of a class for 
which such quota is established, and whose products of such class 
were exported to the United States during such calendar year, or 
their successors in interest, proportionately on the basis of the amount 
of the products of such class produced by each such manufacturer 
(or in the case of such successor in interest, the amount of the prod- 
ucts of such class produced by his predecessor in interest) which was 
exported to the United States during the following period: (a) In the 
case of Items A-1 and D to G, each inclusive, the calendar year 1940, 
and (6) in the case of Item B, the twelve months immediately preced- 
ing the inauguration of the Commonwealth of the Philippines. The 
quota provided for in Paragraph 1 of this Article for unrefined sugars 
specified in Item A of such Schedule, including that required to 
manufacture the refined sugars specified in Item A~-1 of the Sched 
ule, shall be allocated annually by the Philippines to the sugar- 
producing mills and plantation owners in the Philippines in the cal- 
endar year 1940 whose sugars were exported to the United States 
during such calendar year, or their successors in interest, proportion- 
ately on the basis of their average annual production (or in the case 
of such a successor in interest, the average annual production of his 
predecessor in interest) for the calendar years 1931, 1932, and 1933, 
and the amount of sugars which may be so exported shall be allocated 
in each year between each mill and the plantation owners on the 
basis of the proportion of sugars to which each mill and the planta- 
tion owners are respectively entitled, in accordance with any milling 
agreements between them, or any extension, modification, or renewal 
thereof. 

(4. The holder of any allotment under law existing on April 29, 
1946, including his successor in interest, and the holder of any allot- 
ment under any of the quotas which are provided for in Paragraphs 
1 and 2 of this Article the allocation of which is provided for in Para- 
graph 3 of this Article, may transfer or assign all or any amount of 
such allotment on such terms as may be agreeable to the parties in 
interest. If, after the first nine months of any calendar year, the 
holder of any allotment, for that year, under any of the quotas referred 
to in the preceding sentence, is or will be unable for any reason to 
export to the United States all of his allotment, in time to fulfill the 
quota for that year, that amount of such allotment which it is estab- 
lished by sufficient evidence cannot be so exported during the re- 
mainder of the calendar year may be apportioned by the Philippine 
Government to other holders of allotments under the same quota, or 
in such other manner as will insure the fulfillment of the quota for 
that year: Provided, That no transfer or assignment or reallocation 
under the provisions of this Paragraph shall diminish the allotment 
to which the holder may be entitled in any subsequent calendar year. 
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[The following Schedule to Article II shall constitute an integral 
part thereof: 


Citeme Classes of Articles Amounte 
A Sugars 952,000 short tons, 
A-1 | ..of which not to exQe0@0 soicentd ilicnteddcsance 56,000 short tons 


may be refined sugars, meaning ‘direct-consumption 
sugar’ as defined in Section 101 of the Sugar Act of 
1937 of the United States which is set forth in part as 
Annex I to this Agreement. 
B Cordage, including yarns, twines (including bind- 6,000,000 lbs. 
ing twine described in Paragraph 1622 of the Tariff 
Act of 1930 of the United States, as amended, which 
is set forth as Annex II to this Agreement), cords, 
cordage, rope, and cable, tarred or untarred, wholly 
or in chief value of manila (abaca) or other hard 
fiber. 
Rice, including rice meal, flour, polish, and bran. 1,040,000 lbs. 
Cigars (exclusive of cigarettes, cheroots of all 200,000,000 cigars 
kinds, and paper cigars and cigarettes, including 
wrappers). 
E Scrap tobacco, and stemmed and unstemmed filler 6,500,000 lbs. 
tobacco described in Paragraph 602 of the Tariff Act 
of 1930 of the United States, as amended, which is 
set forth as Annex III to this Agreement. 
Coconut oil. 200,000 long tons 
Buttons of pearl or shell. 850,000 gross] 


Articie III 


[1. With respect to quotas on Philippine articles as defined in Sub- 
paragraph (f) of Paragraph 1 of the Protocol (other than the quotas 
provided for in Paragraphs 1 and 2 of Article I, and other than 
quotas established in conjunction with quantitative limitations, appli- 
cable to products of all foreign countries, on imports of like articles), 
the United States will not establish any such quota for any period 
before January 1, 1948, and for any part of the period from January 
1, 1948, to July 3, 1974, both dates inclusive, it will establish such a 
quota only if— 

[(a) The President of the United States, after investigation, 
finds and proclaims that such Philippine articles are coming, or 
are likely to come, into substantial competition with like articles 
the product of the United States; and 

[(%) The quota for any Philippine article as so defined for any 
twelve-month period is not less than the amount determined by 
the President as the total amount of Philippine articles of such 
class which (during the twelve months ended on the last day of 
the month preceding the month in which occurred the date pro- 
claimed by the President as the date of the beginning of the 
investigation) was entered, or withdrawn from warehouse, in the 
United States for consumption; or, if the quota is established for 
any period other than a twelve-month period, is not less than a 
proportionate amount. 

Any quota established pursuant to this Paragraph shall not continue 
in effect after the President, following investigation, finds and pro- 
claims that the conditions which gave rise to the establishment of 
such quota no longer exist. 

[2. If the President of the United States finds that the allocation of 
any quota established pursuant to Paragraph 1 of this Article is neces- 
sary to make the application of the quota just and reasonable between 


ya 
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the United States and the Philippines, the United States shall have 
the right to provide the basis for the allocation of such quota, and 
if the United States exercises such right, the Philippines will promptly 
put and keep in effect, on the basis provided by the United States, 
the allocation of such quota.] 


1. Except as otherwise provided in Article II or in Paragraph 2 
of this Article, neither country shall impose restrictions or prohibi- 
tions on the importation of any article of the other country, or on the 
exportation of any article to the territories of the other country, unless 
the importation of the like article of, or the exportation of the like 
article to, all third countries is similarly restricted or prohibited. If 
either country imposes quantitative restrictions on the importation 
or exportation of any article in which the other country has an impor- 
tant interest and if it makes allotments to any third country, it shall 
afford such other country a share proportionate to the amount of the 
article, by quantity or value, supplied by or to it during a previous 
representative period, due consideration being given to any special 
factors affecting the trade in such article. 

2. (a) Notwithstanding the provisions of Paragraph 1 of this Ar- 
ticle, with respect to quotas on United States articles as defined in Sub- 
paragraph (e) of Paragraph 1 of the Protocol or with respect to quotas 
on Philippine articles as defined in Subparagraph (f) of Paragraph 
1 of the Protocol (other than the articles for which quotas are pro- 
vided in Paragraph 1 of Article Il) a quota may be established 
only if— 

(1) The President of the country desiring to impose the quota, 
after investigation, finds and proclaims that, as the result of 
preferential treatment accorded pursuant to this Agreement, any 
article of the other country is being imported in such increased 
quantities and under such conditions as to cause or threaten serious 
injury to domestic producers of like or directly competitive arti- 
cles; or 

(2) The President of the country desiring to impose the quota 
finds that such action is necessary to forestall the imminent threat 
of, or to stop, a serious decline in its monetary reserves, or, in 
the event its monetary reserves are very low, to achieve a reason- 
able rate of increase in its reserves. 

(6) Any quota imposed for any twelve-month period under (a) 
(1) above for the purpose of protecting domestic industry shall not be 
less than the amount determined by the President of the importing 
country as the total amount of the articles of such class which, during 
the twelve months preceding entry into effect of the quota, was entered, 
or withdrawn from warehouse, eo consumption, after deduction of 
the amount by which he finds domestic production can be increased 
during the twelve-month period of the quota; or if the quota is estab- 
lished for any period other than a Hedlas-month period, it shall not 
be less than a proportionate amount. 

(c) Each Party agrees not to apply restrictions so as to prevent un- 
reasonably the importation of any description of goods in minimum 
commercial quantities, the exclusion of which would seriously impair 
regular channels of trade, or restrictions which would prevent the 
importation of commercial samples, or prevent compliance with pat- 
ent, trademark, copyright, or similar procedures. 
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(d) Any quota established pursuant to this Paragraph shall not con- 
tinue in effect longer than necessary to achieve the purposes for its 
imposition, at which time the President of the country imposing the 
quota, following investigation, shall find and proclaim that the condi- 
tions which gave rise to the establishment of such quota no longer 
exist. 

3. Either country taking action pursuant to the provisions of this 
Article shall give notice to the other country as far in advance as may 
be practicable, and shall afford it an opportunity to consult in respect 
of the proposed action. It is understood that this right of consulta- 
tion does not imply that the consent of the other country to the estab- 
lishment of the quota is needed in order for the quots to be put into 


effect. 
ArticLe 1V 


1. With respect to articles which are products of the United States 
coming into the Philippines, or with respect to articles manufactured 
in the Philippines wholly or in part from such articles, no internal 
tax shall be— 

(a) Collected or paid in an amount in excess of the internal tax 
imposed with respect to like articles which are the product of the 
Philippines, or collected or paid in any amount if the internal 
tax is not imposed with respect to such like articles; 

(b) Collected or paid in an amount in excess of the internal tax 
imposed with respect to like articles which are the product of any 
other foreign country, or collected or paid in any amount if the 
internal tax is not imposed with respect to such like articles. 

Where an internal tax is imposed with respect to an article which is 
the product of a foreign country to compensate for an internal tax 
imposed (1) with respect to a like article which is the product of the 
Philippines, or (2) with respect to materials used in the production of 
a like article which is the product of the Philippines, if the amount of 
the internal tax which is collected and paid with respect to the article 
which is the product of the United States is not in excess of that per- 
mitted by Paragraph 1 (b) of Article IV such collection and payment 
shall not be regarded as in violation of the first sentence of this 
Paragraph. 

2. With respect to articles which are products of the Philippines 
coming into the United States, or with respect to articles manufac- 
tured in the United States wholly or in part from such articles, no 
internal tax shall be— 

(a) Collected or paid in an amount in excess of the internal 
tax imposed with respect to like articles which are the product 
of the United States, or collected or paid in any amount if the 
internal tax is not imposed with respect to such like articles; 

(b) Collected or paid in an amount in excess of the internal 
tax 7 with respect to like articles which are the product of 
any other foreign country, or collected or paid in any amount if 
the internal tax is not imposed with respect to such like articles. 

Where an internal tax is imposed with respect to an article which is 
the product of a foreign country to compensate for an internal tax 
imposed (1) with respect to a like article which is the product of the 
United States, or (2) with respect to materials used in the production 
of a like article which is the product of the United States, if the amount 
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of the internal tax which is collected and paid with respect to the 
article which is the product of the Philippines is not in excess of that 
permitted by Paragraph 2 (b) of Article IV such collection and pay- 
ment shall not be regarded as in violation of the first sentence of this 
Paragraph. This Paragraph shall not apply to the taxes imposed 
under sections [2306, 2327, or 2356] 4591, 4812, ov 4831 of the Internal 
Revenue Code of the United States which are set forth in part as 
Annexes [V, V, and VI to this Agreement. 

[3. No export tax shall be im or collected by the United States 
on articles exported to the Philippines, or by the Philippines on ar- 
ticles exported to the United States.] 

FJ 3. No processing tax or other internal tax shall be imposed or 
collected in the United States or in the Philippines with respect to 
articles coming into such country for the official use of the Government 
of the Philippines or of the United States, respectively, or any depart- 
ment or agency thereof. 

[5.] 4. No processing tax or other internal tax shall be imposed or 
collected in the United States with respect to manila (abaca) fiber not 
dressed or manufactured in any manner. 

[6.] 5. The United States will not reduce the preference of two cents 
per pound provided in Section [2470] 4513 of the Internal Revenue 
Code of the United States — to processing taxes on coconut oil, 
etc.) , which is set forth as Annex VII to this Agreement, with respect 
to articles “wholly the production of the Philippine Islands” or articles 
“produced wholly from materials the growth or production of the 
Philippine Islands”; except that it may suspend the provisions of 
[Subsection (a) (2) of such Section] Section 4511 (b) of the Internal 

vevenue Code of the United States during any period as to which the 
President of the United States, after consultation with the President 
of the Philippines, finds that adequate supplies of neither copra nor 
coconut oil, the product of the Philippines, are readily available for 
processing in the United States. 


ARTICLE V 


The Republic of the Philippines will take the necessary legislative 
and executive actions, prior to or at the time of the approval of this 
Agreement, to enact and implement legislation similar to that already 
enacted by the Congress of the United States as Public Law 419, 83rd 
Congress, Chapter 323, 2d Session, to facilitate the entry of Philippine 


traders. 
[Arricte V 


[The value of Philippine currency in relation to the United States 
dollar shall not be changed, the convertibility of Philippine pesos 
into United States dollars shall not be suspended, and no restric- 
tions shall be imposed on the transfer of funds from the Philippines 
to the United States except by agreement with the President of the 


United States.] 
CArricte VI 


(1. Any citizen of the United States who actually resided in the 
Philippines, and any citizen of the Philippines who actually resided 
in the United States, for a continuous period of three years during 

63344559 











126 PHILIPPINE TRADE AGREEMENT REVISION ACT OF 1955 


the period of forty-two months ending November 30, 1941, if entering 
the country of such former residence during the period from July 4, 
1946, to July 3, 1951, both dates inclusive, for the purpose of resuming 
residence therein, shall for the purposes of the immigration laws, be 
considered a non-quota immigrant. After such admission as a non- 
quota immigrant he shall, for the purposes of the immigration and 
naturalization laws, be considered as lawfully admitted to such country 
for permanent residence. The benefits of this Paragraph shall also 
apply to the wife of any such citizen of the United States, if she is also 
a citizen thereof, and to his unmarried children under eighteen years 
of age, and to the wife of any such citizen of the Philippines, if she is 
also a citizen thereof or is eligible for United States citizenship, and 
to his unmarried children under eighteen years of age, if such wife 
or children of such citizen of the United States or of such citizen of 
the Philippines are accompanying or following to join him during 
such period. This Paragraph shall not apply to a citizen of the 
Philippines admitted to the Territory of Hawaii, without an immigra- 
tion or ae es visa, under the provisions of Paragraph (1) of Sec- 
tion 8 (a) of the Act of March 24, 1934, of the United States which is 
set forth as Annex VIII to this Agreement. 

[2. There shall be permitted to enter the Philippines, without re- 
gard to any numerical limitations under the laws of the Philippines, in 
each of the calendar years 1946 to 1951, both inclusive, 1,200 citizens 
of the United States, each of whom shall be entitled to remain in the 
Philippines for 5 years.] 


Articite [VIT] V/ 


1. The disposition, exploitation, development, and utilization of all 
agricultural, timber, and mineral lands of the public domain, waters, 
minerals, coal, petroleum and other mineral oils, all forces and sources 
of potential energy, and other natural resources of [the Philippines,] 
either Party, and the operation of public utilities, shall, if open to any 
person, be open to citizens of the [United States] other Party and to 
all forms of business enterprise owned or controlled, directly or indi- 
rectly, by [United States citizens, except that (for the period prior 
to the amendment of the Constitution of the Philippines referred to 
in Paragraph 2 of this Article) the Philippines shall not be required 
to comply with such part of the foregoing provisions of this sentence 
as are in conflict with such Constitution.] citizens of such other Party 
in the same manner as to and under the same conditions imposed upon 
citizens or corporations or associations owned or controlled by citizens 
of the Party granting the right. 

[2. The Government of the Philippines will promptly take such 
steps as are necessary to secure the amendment of the Constitution of 
the Philippines so as to permit the taking effect as laws of the Philip- 
pines of such part of the provisions of Paragraph 1 of this Article as 
is in conflict with such Constitution before such amendment.] 


2. The rights provided for in Paragraph 1 may be ewercised, in the 
case of citizens of the Philippines with respect to natural resources in 
the United States which are subject to Federal control or regulations, 
only through the medium of a corporation organized under the laws of 
the United States or one of the States thereof and likewise, in the case 
of citizens of the United States with respect to natural resources in the 
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public domain in the Philippines, only through the medium of a cor- 
poration organized under the laws of the Philippines and at least 
60% of the capital stock of which is owned or controlled by citizens of 
the United States. This provision, however, does not affect the right 
of citizens of the United States to acquire or own private agricultural 
lands in the Philippines or citizens of the Philippines to acquire or 
own land in the United States which is subject to the jurisdiction of 
the United States and not within the jurisdiction of any State and 
which is not within the public domain. The Philippines reserves the 
right to dispose of its public lands in small quantities on especially 
favorable terms exclusively to actual settlers or other users who are its 
own citizens. The United States reserves the right to dispose of its 
public lands in small quantities on especially favorable terms exclu- 
siwely to actual settlers or other users who are its own citizens or aliens 
who have declared their intention to become citizens. Each Party 
reserves the right to limit the extent to which aliens may engage in 
fishing or engage in enterprises which furnish communications services 
and air or water transport. The United States also reserves the right 
to limit the extent to which aliens may own land in its outlying terri- 
tories and possessions, but the Philippines will extend to American 
nationals who are residents of any of those outlying territories and 
possessions only the same rights, with respect to ownership of lands, 
which are granted therein to citizens of the Philippines. The rights 
provided for in this Paragraph shall not, however, be exercised by 
either Party so as to derogate from the rights previously acquired by 
citizens or corporations or associations owned or controlled by citizens 
of the other Party. 

3. The United States of America reserves the rights of the several 
States of the United States to limit the extent to which citizens or cor- 
porations or associations owned or controlled by citizens of the Philip- 
pines may engage in the activities specified in this Article. The Re- 
public of the Philippines reserves the power to deny any of the rights 
specified in this Article to citizens of the United States who are citi- 
zens of States, or to corporations or associations at least 60% of whose 
capital stock or capital is owned or controlled by citizens of States, 
which deny like rights to citizens of the Philippines, or to corporations 
or associations which are owned or controlled by citizens of the Phil- 
ippines. The exercise of this reservation on the part of the Philippines 
shall not affect previously acquired rights, provided that in the event 
that any State of the United States of America should in the future 
impose restrictions which would deny to citizens or corporations or 
associations owned or contro/led buy citizens of the Philippines the 
right to continue to engage in activities in which they were engaged 
therein at the time of the imposition of such restrictions, the Republic 
of the Philippines shall be free to apply like limitations to the citizens 
or corporations or associations owned or controlled by citizens of such 
Ntates. 

Article VII 


1. The Republic of the Philippines and the United States of Amer- 
ica each agrees not to discriminate in any manner, with respect to 
their engaging in business activities, against the citizens or any 
form of business enterprise owned or controlled by citizens of the 
other and that new limitations imposed by either Party upon the 
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extent to which aliens are accorded national treatment with respect to 
carrying on business activities within its territories, shall not be ap- 
plied as against enterprises owned or controlled by citizens of the other 
Party which are engaged in such activities therein at the time such 
new limitations are adopted, nor shall such new limitations be ap- 
plied to American citizens or corporations or associations owned or 
controlled by American citizens whose States do not or like limi- 
tations on citizens or corporations or associations owned or controlled 
by citizens of the Republic of the Philippines. 

2. The United States of America reserves the rights of the several 
States of the United States to limit the extent to which citizens or 
corporations or associations owned or controlled by citizens of the 
Philippines may engage in any business activities. The Republic of 
the Philippines reserves the power to deny any rights to engage in 
business activities to citizens of the United States who are citizens of 
States, or to corporations or associations at least 60% of the capital 
stock or capital of which is owned or controlled by citizens of States, 
which deny like rights to citizens of the Philippines or to corporations 
or associations owned or controlled by citizens of the Philippines. 
The exercise of this reservation on the part of the Philippines shall 
not affect previously acquired rights, provided that in the event that 
any State of the United States of America should in the future impose 
restrictions which would deny to citizens or corporations or associa- 
tions owned or controlled by citizens of the Philippines the right to 
continue to engaye in business activities in which they were engaged 
therein at the time of the imposition of such restrictions, the Republic 
of the Philippines shall be free to apply like limitations to the citizens 
or corporations or associations owned or controlled by citizens of such 


States. 
Article VIII 


Nothing in this Agreement shall be construed: 

(1) to require either Party to furnish any information the 
disclosure of which it considers contrary to its essential security 
interests; or 

(2) to prevent either Party from taking any action which it 
considers necessary for the protection of its essential security 
interests— 

(a) relating to fissionable materials or the materials from 
which they are derived; 

(b) relating to the traffic in arms, ammunition and imple- 
ments of war and to such traffic in other goods and materials 
as is carried on directly or indirectly for the purpose of sup- 
plying a military establishment ; 

(c) taken in time of war or other emergency in interna- 
tional relations; or 

(3) to prevent either Party from taking any action in pursu- 
ance of its obligations under the United Nations Charter for the 
maintenance of international peace and security. 


Arricte [VIII] 7X 


1, Upon the taking effect of this Agreement the provisions thereof 
placing obligations on the United States: (a) if in effect as laws of 
the United States at the time this Agreement takes effect, shall con- 
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tinue in effect as laws of the United States during the effectiveness of 
the Agreement; or (b) if not so in effect at the time the Agreement 
takes effect, shall take effect and continue in effect as laws of the United 
States during the effectiveness of the Agreement. The Philippines 
will continue in effect as laws of the Philippines, during the effective- 
ness of this Agreement, the provisions thereof placi ing ‘obligations on 
the Philippines [, except as is otherwise provided in Paragraph 1 of 
A rf icle VITJ 
The United States and the Philippines will promptly enact, and 
shail keep in effect during the effectiveness of this Agreement, such 
legislation as may be necessary to supplement the laws of the United 
States and the Philippines, respectively, referred to in Paragraph 1 
of this Article, and to implement the provisions of such laws and the 
provisions of this Agreement placing obligations on the United States 
and the Philippines, respectively. “[Moreover, the Philippines will 
promptly enact, and keep in force and effect during the effectiveness of 
this Agreement, such legislation as may be necessary to put and keep 
in effect during the effectiveness of this Agreement, the allocation, 
reallocation, transfer, and assignment of quotas on the basis provided 
for in Paragraphs 3 and 4 of Article Il; and, if the United States 
exercises the right to establish quotas pursuant to Paragraph 1 of 
Article IIT and to provide for the allocation thereof pursuant to Para- 
graph 2 of the same Article, the Philippines will promptly enact, and 
keep in force during the period for which each such quota is estab- 
lished, such legisl: ation as is necessar y to put and keep in effect, on the 
basis prov ided by the United States, the allocation of such quotas. 

[3. The Philippines agree to assist the United States in carrying out 
Title I of the Philippine Rehabilitation Act of 1946 of the United 
States by providing that the following acts relative to such Title shall 
be offenses under the laws of the Philippines, : and that, upon conviction 
thereof, the penalties attached to such offenses shall be enforced : 

CWhoever, in the Philippines or elsewhere, makes any 
statement or representation knowing it to be false, or whoever 
willfully and fraudulently overvalues loss of or damage to prop- 
erty for the purpose of obtaining for himself or for any claimant 
any compensation pursuant to such Title, or for the purpose of 
influencing in any way the action of the Philippine War Damage 
Commission of the United States with respect to any claim for 
compensation pursuant to such Title, or for the pur pose of obtain- 
ing money, property, or anything of value under such Title, shall 
be | punished by a fine of not more than the equivalent, in the cur- 
rency of the Philippines, of five thousand dollars, United States 
currency, or by imprisonment for not more than two years, or 
both, and shall not receive any payments or other benefits under 
such Title and, if any payment or benefit shall have been made 

or granted, such Commission shall take such action as m: iv be 
necessary to recover the same. 

[(b) Whoever, in the Philippines or elsewhere, pays or offers to 
pay, or promises to pay, or receives, on account of services ren- 
dered or to be rendered in connection with any claim for compen- 
sation under such Title, any remuneration in excess of five per 
centum of the compensation paid by the Philippine War Damage 
Commission of the United States on account of such claim, shall 
be deemed guilty of a misdemeanor and shall be fined not more 
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than the equivalent, in the currency of the Philippines, of five 
thousand dollars, United States currency, or imprisonment for 
not more than twelve months, or both, and, if any such payment 
or benefit shall have been made or granted, such Commission shall 
take such action as may be necessary to recover the same, and, 
in addition thereto, any such claimant shall forfeit all rights under 
such title.] 


Articte [IX] X 


The United States and the Philippines agree to consult with each 
other with respect to any questions as to the interpretation or the 
application of this Agreement, concerning which either Government 
may make representations to the other. Not later than July 1, 1971, 
the United States and the Philippines agree to consult with each other 
as to joint problems which may arise as a result or in anticipation of 
the termination of this Agreement. 


ArticLte [X] X/ 


[1. The Philippine Trade Act of 1946 of the United States having 
authorized the President of the United States to enter into this Agree- 
ment, and the Congress of the United States having enacted such legis: 
lation as may be necessary to make the provisions thereof placing obli- 
gations on the United States take effect as laws of the United States, 
this Agreement shall not take effect unless and until the Congress of 
the Philippines accepts it by law and has enacted such legislation as 
may be necessary to make all provisions hereof placing obligations on 
the Philippines take effect as laws of the Philippines, except as is other- 
wise provided in Paragraph 1 of Article VII. This Agreement shall 
then be proclaimed by the President of the United States and by the 
President of the Philippines, and shall enter into force on the day fol- 
lowing the date of such proclamations, or, if they are issued on different 
dates, on the day following the later in date.J 

[2.] /. This Agreement shall have no effect after July 3, 1974. It 
may be terminated by either the United States or the Philippines at 
any time, upon not less than five years’ written notice. Ifthe President 
of the United States or the President of the Philippines determines and 
proclaims that the other country has adopted or applied measures or 
practices which would operate to nullify or impair any right or obliga- 
tion provided for in this Agreement, then the Agreement may be termi- 
nated upon not less than six months’ written notice. 

[>. If the President of the United States determines that a reason- 
able time for the making of the amendment to the Constitution of the 
Philippines referred to in Paragraph 2 of Article VIT has elapsed, but 
that such amendment has not been made, he shall so proclaim and this 
Agreement shall have no effect after the date of such proclamation. 

[+. If the President of the United States determines and proclaims, 
after consultation with the President of the Philippines, that the Phil- 
ippines or any of its political subdivisions or the Philippine Govern- 
ment is in any manner discriminating against citizens of the United 
States or any form of United States business enterprise, then the Presi- 
dent of the United States shall have the right to suspend the effective- 
ness of the whole or any portion of this Agreement. If the President 
of the United States subsequently determines and proclaims, after con- 
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sultation with the President of the Philippines, that the discrimination 
which was the basis for such suspension (a) has ceased, such suspen- 
sion shall end; or (b) has not ceased after the lapse of a time deter 
mined by the President of the United States to be reasonable, then the 
President of the United States shall have the right to terminate this 
Agreement upon not less than six months’ written notice] 

2. This Agreement, which revises and replaces the ayreement | 
tween the United States of America and the Republic of the Philip 
pines concerning trade and related matters during a transitional 
period following the institution of Philippine independence’, signed 
ai Manila on July 4, 1946, shall enter into force on January 1, 1956. 


PROTOCOL TO ACCOMPANY THE AGREEMENT BETWEEN THE UNITED 
STATES OF AMERICA AND THE REPUBLIC OF THE PHILIPPINES 
REVISING THE AGREEMENT OF JULY 4, 1946, CONCERNING TRADE 
AND RELATED MATTERS DURING A TRANSITIONAL PERIOD FOL- 
LOWING THE INSTITUTION OF PHILIPPINE INDEPENDENCE 


The undersigned duly empowered Plenipotentiaries have agreed 
to the following Protocol to [this] the Agreement between the United 
States of America and the Republic of the Philippines revising the 
agreement of July 4, 1946, concerning trade and related matters 
during a transitional period following the institution of Philippine 
Independence, signed this day, which shall constitute an integral 
part of the Agreement : 

1. For the "pag ise of the Agreement— 

(a) The term “person” includes partnerships, corporations, 
and associations. 

(b) The term “United States” means the United States of 
America and, when used in a geographical sense, means the States, 
the District of Columbia, the Territories of Alaska and Hawaii, 
and Puerto Rico. 

(c) The term “Philippines” means the Republic of the Philip 
pines and, when used in a geographical sense, means the terri 
tories of the Republic of the Philippines, whether a particular 
act in question took place, or a particular situation in question ex 
isted, within such territories before or after the institution of the 
Republic of the Philippines. As used herein the territories of the 
Republic of the Philippines comprise all the territories specified 
in Section 1 of Article I of the Constitution of the Philippines 
which is set forth as Annex [XI] X to this Agreement. 

(d) The term “ordinary customs duty” means a customs duty 
based on the article as such (whether or not such duty is also 
based in any manner on the use, value, or method of production 
of the aitiohs: or on the amount of like articles imported, or on 
any other factor) ; but does not include— 

(1) A customs duty based on an act or omission of any 
person with respect to the importation of the article, or of 
the country from which the article is exported, or from which 
it comes; or 

(2) A countervailing duty imposed to offset a subsidy, 
bounty, or grant; or 

3) An anti-dumping duty imposed to offset the selling 
of merchandise for exportation at a price less than the pre- 
vailing price in the country of export ; or 
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(4) Any tax, fee, charge, or exaction, imposed on or in 
connection with importation unless the law of the country 
imposing it designates or imposes it as a customs duty or con- 
tains a provision to the effect that it shall be treated as a 
duty imposed under the customs laws; or 
(5) The tax imposed by Section [2491 (e)] 4458/7 of the 
Internal Revenue Code of the United States, which is set 
forth as Annex [IX] V/// to this Agreement, with respect to 
an article, merchandise, or combination, ten per centum or 
more of the quantity by weight of which consists of, or is 
derived directly or indirectly from, one or more of the oils, 
fatty acids, or salts specified in Section [2470] 4417 of such 
Yode which is set forth as Annex VII to this Agreement; 
or the tax imposed by Section [3500] 4501 (6) of such Code 
which is set forth as Annex [X] /X to this Agreement. 
(e) The term “United States article” means an article which is 
the product of the United States, unless, in the case of an article 

ond with the use of materials imported into the United 
States from any foreign country (except the Philippines) the 
aggregate value of such imported materials at the time of 
importation into the United States was more than twenty per 
centum of the value of the article imported into the Philippines, 
the value of such article to be determined in accordance with, 
and as of the time provided by, the customs laws of the Philippines 
in effect at the time of importation of such article. As used in 
this Subparagraph the term “value”, when used in reference 
to a material imported into the United States, includes the value 
of the material ascertained under the customs laws of the United 
States in effect at the time of importation into the United States, 
and, if not included in such value, the cost of bringing the mate- 
rial to the United States, but does not include the cost of landing 
it at the port of importation, or customs duties collected in the 
United States. For the purposes of this Subparagraph any im- 
ported material, used in the production of an article in the United 
States, shall be considered as having been used in the production 
of an article subsequently produced in the United States, which is 
the product of a chain of production in the United States in the 
course of which an article, which is the product of one stage of 
the chain, is used by its producer or another person, in a subse- 
quent stage of the chain, as a material in the production of 
another article. J¢ is understood that “United States articles” 
do not lose their status as such, for the purpose of Philippine 
tariff preferences, by reason of being imported into the Philip- 
pines from a country other than the United States or from an 
insular possession of the United States or by way of or via such 
a country or insular possession. 

(f) The term “Philieninn article” means an article which is the 
product of the Philippines, unless, in the case of an article 
soar with the use of materials imported into the Philippines 

rom any foreign country (except the United States) the 
aggregate value of such imported materials at the time of im- 
portation into the Philippines was more than twenty per centum 
of the value of the article imported into the United States, the 
value of such article to be determined in accordance with, and as 
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of the time provided by, the customs laws of the United States in 
effect at the time of importation of such article. As used in this 
Subparagraph the term “value”, when used in reference to a 
material imported into the Philippines, includes the value of the 
material ascertained under-the customs laws of the Philippines 
in effect at the time of importation into the cn een and, if 
not included in such value, the cost of bringing the material to 
the Philippines, but does not include the cost of landing it at the 
yort of importation, or customs duties collected in the Philippines. 
Vor the purposes of this Subparagraph any imported material, 
used in the production of an article in the Philippines, shall be 
considered as having been used in the production of an article 
subsequently produced in the Philippines, which is the product 
of a chain of production in the Philippines in the course of 
which an article, which is the product of one stage of the chain, 
is used by its producer or another person, in a subsequent stage 
of the chain, as a material in the production of another article. 
It is understood that “Philippine articles” do not lose their 
status as such, for the purpose of United States tariff preferences, 
by reason of being imported into the United States from a 
country other than the Philippines or from an insular possession 
of the United States or by way of or via such a country or insular 
possession. 

(g) The term “United States duty” means the rate or rates of 
ordinary customs duty which (at the time and place of entry, or 
withdrawal from warehouse, in the United States for consump- 
tion, of the Philippine article) would be applicable to a like 
article if imported from that foreign country which is entitled 
to the lowest rate, or the lowest aggregate of rates, of ordinary 
customs duty with respect to such like article. , 

(h) The term “Philippine duty” means the rate or rates of ordi- 
nary customs duty which (at the time and place of entry, or with- 
drawal from warehouse, in the Philippines for consumption, of 
the United States article) would be applicable to a like article 
if imported from that foreign country which is entitled to the 
lowest rate, or the lowest aggregate of rates, of ordinary customs 
duty with respect to such like article. 

(i) The term “internal tax” includes an internal fee, charge, 
or exaction, and includes— 

(1) The tax imposed by Section [2491 (c)] 448/ of the In- 
ternal Revenue Code of the United States which is set forth 
as Annex [IX] V/// to this Agreement, with respect to an 
article, merchandise, or combination, ten per centum or more 
of the quantity by weight of which consists of, or is derived 
directly or indirectly from, one or more of the oils, fatty acids, 
or salts specified in Section [2470] 45/7 of such Code which 
is set forth as Annex VII of this Agreement; and the tax 
imposed by Section [3500] 4507 (6) of such Code which is set 
forth as Annex [X] /X to this Agreement: and 

(2) Any other tax, fee, charge, or exaction, imposed on 
or in connection with importation unless the law of the coun- 
try imposing it designates or imposes it as a customs duty 
or contains a provision to the effect that it shall be treated 
as a duty imposed under the customs laws. 

633445510 
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2. For the purposes of Subparagraphs (g) and (h) of Paragraph 
1 of this Protocol— 

(a) If an article is entitled to be imported from a foreign coun- 
try free of ordinary customs duty, that country shall be consid- 
ered as the country entitled to the lowest rate of ordinary cus- 
toms duty with respect to such article; and 

(b) A reduction in ordinary customs duty granted any country, 
by law, treaty, trade agreement, or otherwise, with respect to 
any article, shall be converted into the equivalent reduction in 
the rate of ordinary customs duty otherwise applicable to such 
article. 

3. For the purposes of Paragraphs 1 and 2 of Article TV, any 
material, used in the production of an article, shall be considered 
as having been used in the production of an article subsequently pro- 
duced, which is the product of a chain of production in the course 
of which an article, which is the product of one stage of the chain, 
is used by its producer or another person, in a subsequent stage of 
the chain, as a material in the production of another article. 

4. The terms “includes” and “including” when used in a definition 
contained in this Agreement shall not be deemed to exclude other 
things otherwise within the meaning of the term defined. 


ANNEXES OF STATUTORY PROVISIONS REFERRED TO IN THE AGREE- 
MENT BETWEEN THE UNITED STATES OF AMERICA AND THE 
REPUBLIC OF THE PHILIPPINES REVISING THE AGREEMENT OF 
JULY 4, 1946 CONCERNING TRADE AND RELATED MATTERS DURING 
A TRANSITIONAL PERIOD FOLLOWING THE INSTITUTION OF 
PHILIPPINE INDEPENDENCE * 


Annex I 


Sugar Act of [1937] 1948 of the United States, as amended to 
[May 1, 1946.]2 
Section 101. For the purposés of this Act, except Title [IV] V— 
“(e) The term ‘direct-consumption sugar’ means any sugars which 
are principally of crystalline structure and which are not to be further 
refined or otherwise improved in quality.” [[(50 Stat.) Pt. 1 (903, 
Ch. 898) ] 61 Stat., Pt. 1, 922 


Annex II 


Tariff Act of 1930 of the United States, as amended to [May 
1, 1946.]? 

“Par. 1622. All binding twine and twine chiefly used for baling hay, 
straw, and other fodder and bedding materials, manufactured from 
New Zealand hemp, henequen, manila, istle or Tampico fibre, sisal- 
grass, or sunn, or a mixture of any two or more of them, of single ply 
and measuring not exceeding seven hundred and fifty feet to the 
pound.” [[(46 Stat.) Pt. 1 (675, Ch. 497)] 46 Stat., Pt. 1, 675; 65 
Stat. 656 


21The annexes as here presented are included for ror of information only, and are 
not a part of the legislation requested. They will be revised to reflect any additonal 
changes which occur before the date of signature of the revising agreement. 

2The date of signature of the revising agreement is to be inserted here. 
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Annex III 


Tariff Act of 1930 of the United States, as amended to [May 

1, 1946.]* 

“Par. 602. The term ‘wrapper tobacco’ as used in this title means 
that quality of leaf tobacco which has the requisite color, texture, and 
burn, and is of sufficient size for cigar wrappers, and the term ‘filler 
tobacco’ means all other leaf tobacco . . .” [(46 Stat.) Pt. 1 (631, 
Ch. 497) J 46 Stat., Pt. 1, 631 


Annex IV 


Internal Revenue Code of 1954 of the United States, as amended 

to [May 1, 1946.]? 
[Chapter 16—Oleomargarine, adulterated butter, and process or 
renovated butter.] 


{“‘Sec. 2306. ee ee “Sec. 4591. Imposirion or Tax. 

[All] “(a) Rare.—There is hereby imposed on all oleomargarine 
imported from foreign countries [shall,], in addition to any import 
duty imposed on the same, Cpay] an internal revenue tax of [fift een] 
15 cents per pound, such tax to be represented by coupon stamps [as i in 
the “ase of oleomargarine manufactured in the United States] . 
[‘“‘Src. 2300. Oleomargari ine defined.]  “Szc. 4592. Derinirions. 

“(a)” OLE MAR+4RINE.—For the purposes of [this chapter, and of 
sections 3200 and 3201,] section 4591, certain manufactured sub- 
stances, certain extracts, and certain mixtures and compounds, includ- 
ing such mixtures and compounds with butter, shall be known and 
designated as ‘oleomargarine,’ namely: All substances known prior 
to August 2, 1886, as oleomargarine, oleo, olemargarine oil, butterine, 
lardine, suine, and neutral; all mixtures and compounds of oleomar- 
garine, oleo, oleomargarine oil, butterine, lardine, suine, and neutral; 
all lard extracts and tallow extracts; and all mixtures and compounds 
of tallow, beef fat, suet, lard, lard oil, fish oil or fish fat, vegetable oil, 
annatto, and other coloring matters, intestinal fat, and offal fat .—if 
(1) made in imitation or semblance of butter, or (2) caleul: ated or 
intended to be sold as butter or for butter, or ( 3) Sins ned, emulsified, 
or mixed in cream, milk, water, of other liquid, and containing mois- 
ture in excess of [one] 1 per centum [per centum] or common salt.” 
68A Stat. 545 
‘Sec. 4598. Exempqion. 

[This section] ‘“(a) S#orrenine or Conpimen L591 
shall not apply to puff-pastry shortening not churned 0 or  sanlelfiod 
in milk or cream, and having a melting point of [one hundred and 
eighteen] 1/8 degrees Fahrenheit or more, nor to any of the following 
containing condiments and spices: salad dressings, mayonnaise dress- 
ings, or mayonnaise products, nor to liquid emulsion, pharmaceutic al 
preparations, oil meals, liquid preserve atives, illuminating oils, cleans- 
ing Compounds, or flavoring compounds.” [[(53 Stat.) 247 and 248.""J 
68A Stat. b4 46 






































2 The date of signature of the revising agreement is to be inserted here. 
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ANNEx V 


Internal Revenue Code of 1954 of the United States, as amended 
to [May 1, 1946.]* 
“Sec. 4812. ImporTATION OF ADULTERATED Butrer. 

“There shall be imposed upon adulterated butter imported from a 
foreign country, in addition to any import duty imposed on the same, 
an internal revenue tax of 15 cents per je such tax to be repre- 
sented by coupon stamps as in the case of adulterated butter manufac- 
tured in the United States...” 68A Stat. 571 
[Src 2327. Other laws applicable. ' 

[“(a) Orromarcartne.—The provisions of sections 2301 (a) (2), 
2305 to 2311, inclusive (except vdhensthiaien (a), (b) and (h) of section 
2308), and section 3791 (a) (1), shall apply to the manufacturers of 
adulterated butter to an extent necessary to enforce the marking, 
branding, identification, and regulation of the exportation and im- 
portation of adulterated butter. 53 Stat.255.” (53 Stat.) Pt. 1 (247, 
250, 252, 253, and 255, Ch. 2) 

“Sec. [2320] 4826. [Definitions.} Derinirrons. 

“(a) Burrer.—For the purpose of this [chapter and sections 3206 
and 3207,] part, the word ‘butter’ shall be understood to mean the 
food product usually known as butter, and [which is] made exclu- 
sively from milk or cream, or both, with or without common salt, and 
with or without additional coloring matter. 

“(b) ApuLreraTeD Burrer.—Adulterated butter’ is defined to 
mean a grade of butter produced by mixing, reworking, rechurning 
in milk or cream, refining, or in any way producing a uniform, puri- 
fied, or improved product from different hs or parcels of melted or 
unmelted butter or butter fat, in which any acid, alkali, chemical, or 
any substance whatever is introduced or used for the purpose or with 
the effect of deodorizing or removing therefrom rancidity, or any 
butter or butter fat with which there is mixed any substance foreign 
to butter as defined in subsection (a), with intent or effect of cheapen- 
ing in cost the product, or any butter in the manufacture or manipula- 
tion of which any process or material is used with intent or effect of 
causing the absorption of abnormal quantities of water, milk, or 
cream.” [[53 Stat. 252 and 253."] 68A Stat. 576 


Annex VI 


Internal Revenue Code of 1954 of the United States, as amended 
to [May 1, 1946.]? 
[“‘Sec. 2356. Importation.] “Sze. 4831. Iwposirion or Tax. 

[All] “() LIwporren.—There shall be imposed upon all filled cheese 
[as defined in section 2350 (b)] imported from a foreign [countries] 
country, [shall,] in addition to any import duty imposed on the same, 
[pay] an internal revenue tax of 8 cents per pound; [such tax to be 
represented by coupon stamps;] and such imported filled cheese and 
the packages containing the same shall be stamped, marked, and 
branded, as in the case of filled cheese manufactured in the United 
States.” [53 Stat. 258.” (53 Stat.) Pt. 1 (256 and 258, Ch. 2) 68A 


Stat. 577 


2The date of signature of the revising agreement is to be inserted here. 
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['‘Sec. 2350. Definitions.] “Sec. 4846. Derinirions. 

“For the purposes of this [chapter and sections 3210 and 3211—] 
part— 

[“(a)] “(7) Crerse.—The word ‘cheese’ shall be understood to 
mean the food product known as cheese, and [which is] made from 
milk or cream and without the addition of butter, or any animal, 
vegetable, or other oils or fats foreign to such milk or cream, with 
or without additional coloring matter. 

[“(b)] “(2) Fititep Cueesr.—Certain substances and compounds 
shall be known and designated as ‘filled cheese,” namely: All sub- 
stances made of milk or skimmed milk, with the admixture of butter, 
animal oils or fats, vegetable or any other oils, or compounds foreign 
to such milk, and made in imitation or semblance of cheese. Sub- 
stances and compounds, consisting principally of cheese with added 
edible oils, which are not sold as cheese or as substitutes for cheese but 
are primarily useful for imparting a natural cheese flavor to other 
foods shall not be considered ‘filled cheese’ within the meaning of this 
[chapter.] part.” [53 Stat. 256." 68A Stat. 579 


x VII 


Internal Revenue Code of 1954 of the United States, as amended 
to [May 1, 1946.]* 
[“Serc. 2470. Tax.] “Sec. 4511. [vposirion or Tax. 

[“(a) Rate] 

[“(1) In general.—] ‘“(a) Generat.—There [shall be] és hereby 
imposed upon the first domestic processing of coconut oil, palm oil, 
palm-kernel oil, fatty acids derived from any of the foregoing oils, 
salts of any of the foregoing (whether or not such oils, fatty acids or 
salts have been refined, sulphonated, sulphated, hydrogenated, or 
otherwise processed), or any combination or mixture cont: a a 
substantial quantity of any one or more of such oils, fatty acids, 
salts, a tax of [three] 3 cents per pound, to be paid by the processor. 

[“(2)] “() Apprrionan Rare on Coconut Orn.—There [shall be] 
is hereby ee (in addition to the tax imposed by the preceding 
subsection) a tax of [two] 2 2 cents per pound, to be ps Lid by the proces- 
sor, upon the first domestic processing of coconut oil or of any com- 
bination or mixture containing a substantial quantity of coconut oil 
with respect to which oil there has been no previous first domestic 
processing. [except that the tax imposed by this sentence shall not 
apply when it is established, in accordance with regulations prescribed 
by the Commissioner with the approval of the Sect etary, that such 
coconut oil (whether or not contained in such a combination or mix- 
ture), (A) is wholly the production of the Philippine Islands or any 
possession of the United States, or (B) was produced wholly from 
materials the growth or production of the Philippine Islands or any 
possession of the United States, or (C) was brought into the U nited 
States on or before June 9, 1934, or produced from materials br ought 
into the United States on or before June 9, 1934, or (D) was purchased 
under a bona fide contract entered into prior to April 26, 1934, or pro- 
duced from materials purchased under a bona fide contract entered 
into prior to April 26, 1934.] 
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“(c) Termination or Apprriona Rate.—The tax imposed by [this 
paragraph] subsection (b) shall not apply to any domestic processing 
after Sale 3, 1974.” 

[‘(b) Exemption.—] 

“Sec. 4513. Exemptions. 

“(a) Acris AND Sauts Previousty Taxep.—The tax under [subsec- 
tion (a) ] section 4511 shall not apply— 

“(1) with respect to any fatty acid or salt resulting from a pre- 
vious first domestic processing taxed under such section or upon 
which an import tax has been paid under [Chapter 22,] subchapter 
E of chapter 38, or 

“(2) with respect to any combination or mixture by reason of 
its containing an oil, fatty acid, or salt with respect to which there 
has been a previous first domestic processing or upon which an 
import tax has been paid under [Chapter 22.] subchapter E of 
chapter 38. 

“(b) From Appirionat Tax on Coconur O11.—T he additional tax 
[except that the tax] imposed by [this sentence] section 4511 (6) shall 
not apply when it is satabtiohed, in accordance with regulations pre- 
scribed by the [Commissioner with the approval of the Secretary,] 
Secretary or his delegate, that [such] the coconut oil (whether or not 
contained in [such] a combination or mixture) — 

[(A)] “(2) is wholly the production of the Philippine Islands, 
[or] any rn of the United States, or the Territory of the 
Pacific Islands (hereinafter in this paragraph referred to as 
the ‘Trust Territory’), or 

[B] “(2) was produced wholly from materials the growth or 

roduction of the Philippine Islands, Lor] any possessions of the 
Jnited States, or the Trust Territory .. . 
68A Stat. 536-537 

[“(c) wa ar prior to August 21, 1936.—Notwithstanding the 
provisions of subsections (a) and (b) of this section, the first domestic 
processing of sunflower oil or sesame oil (or any combination or mix- 
ture containing a substantial quantity of sunflower oil or sesame oil), 
if such oil or such combination or mixture or such oil contained therein 
was imported prior to August 21, 1936, shall be taxed in accordance 
with the provisions of section 60214 of the Revenue Act of 1934, 48 
Stat. 763, in force on June 22, 1936. 53 Stat. 264.” (53 Stat.) Pt.1 
(264 and 265, Ch. 2; Pub. Law 371—79th Cong.) ] 

[An Act of the United States to suspend in part the processing 

tax on coconut oil, as amended to May 1, 1946.] 

[Be it enacted by the Senate and House of Representatives of the 
United States of America in Congress assembled, That section 2470 
(a) (2) of the Internal Revenue Code is hereby suspended : Provided, 
That if the President after receipt by him of a request from the Gov- 
ernment of the Commonwealth of the Philippine Islands that the sus- 
pension of section 2470 (a) (2) be terminated, shall find that adequate 
supplies of copra, coconut oil, or both, the product of the Philippine 
Islands, are readily available for processing in the United States, he 
shall so proclaim; and thirty days after such proclamation, the sus- 
pension of section 2470 (a) (2) of the Internal Revenue Code, shall 
terminate. 
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[‘‘Sec. 2. This Act shall become effective the day following its 
enactment, and shall terminate on June 30, 1946.”. (56 Stat.) Pt. 1 
(752 and 753, Ch. 560) ; (58 Stat.) Pt. 1 (647, Ch. 332) J 


[Annex VIII 


[Act of March 24, 1934 of the United States, as amended to May 
1, 1946. 

[“Src. 8. (a) Effective upon the acceptance of this Act by concur- 
rent resolution of the Philippine Legislature or by a convention called 
for that purpose, as provided in section 17— 

[“(1) For the purposes of the Immigration Act of 1917, the Immi- 
_ Act of 1924 (except section 13 (c), this section, and all other 

aws of the United States relating to the immigration, exclusion, or 
expulsion of aliens, citizens of the Philippine Islands who are not 
citizens of the United States shall be considered as if they were aliens. 
For such purposes the Philippine Islands shall be considered as a 
separate country and shall have for each fiscal year a quota of fifty. 
This paragraph shall not apply to a person coming or seeking to come 
to the Territory of Hawaii who does not apply for and secure an immi- 
gration or passport visa, but such immigration shall be determined by 
the Department of the Interior on the basis of the needs of industries 
in the Territory of Hawaii. 48 Stat. 462.” (48 Stat.) Pt. 1 (462, 
Ch. 84)] 


Annex [IX] V/// 


Internal Revenue Code of 1954, of the United States, as amended 
to [May 1, 1946]? 
“Sec. [2490.] 4581. Impositrion or Tax. 

“Tn addition to any other tax or duty imposed by law, there [shall 
be] is hereby imposed upon the following articles imported into the 
United States, unless treaty provisions of the United States otherwise 
provide, a tax at the rates set forth, [in section 2491,] to be paid by 
the importer—[53 Stat. 267.” 

[Sec. 2491. Rate of Tax.] 

(OB uve pices . 
“Any article, merchandise, or combination (except oils specified 

in section [2470) ], 4517), 10 [per centum] percent or more of the 
quantity by weight of which consists of, or is derived directly or 
indirectly from, one or more of the products specified [above in 
this paragraph] in sections 4561 and 4571, or of the oils, fatty 
acids, or salts specified in section [2470,] 4511, a tax at the rate 
or rates per pound equal to that proportion of the rate or rates 
prescribed in [this paragraph or such section 2470] sections 4561 
and 4571 or section 4511 in respect of such product or products 
which the quantity by weight of the imported article, merchan- 
dise, or combination, consisting of or derived from such product 
or products, bears to the total weight of the imported article, 
merchandise, or combination ; 

“Sec. 4682. Exemptions. 
““(a) Crerrain Narvrat O1rs.—There shall not be taxable under 

[this subparagraph] section 4581 any article, merchandise, or com- 

bination (other than an oil, fat, or grease, and other than products re- 


2 The date of signature of the revising agreement is to be inserted here. 
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sulting from processing seeds without full commercial extraction of 
the oil content), by reason of the presence therein of an oil, fat, or 
grease which is a natural component of such article, merchandise, or 
combination and has never had a separate existence as an oil, fat, 
or grease.” [[53 Stat. 267 and 268.” (53 Stat.) Pt. 1 (267 and 268, 
Ch. 2)] 68A Stat. 544 


Annex [X] LY 


Internal Revenue Code of 1954 of the United States, as amended 

to [May 1, 1946] * 

(“Cuaprer 32. Sugar.J 
[“Sec. 3500. Rate of Tax.J 
“Sec. 4501. Imposition or Tax. 

“(b) Impvorr Tax.—In addition to any other tax or duty imposed 
by law, there [shall be] zs hereby imposed, under such regulations as 
the [Commissioner of Customs] Secretary or his delegate shall pre- 
scribe, [with the approval of the Secretary,] a tax upon articles im- 
ported or brought into the United States as follows: 

“(1)' on all manufactured sugar testing by the polariscope 
[ninety-two] 92 sugar degrees, 0.465 cent per pound, and, for each 
additional sugar degn ree shown by the polariscopic test, 0.00875 
cent per pound additional, and fractions of a degree in proportion ; 

“(2) on all manufactured sugar testing by the polariscope less 
than [ninety-two] 92 sugar degrees, 0.5144 cent per pound of the 
total sugars therein; 

*(3) on all articles composed in chief value of manufactured 
sugar, 0.5144 cent per pound of the total sugars therein.” [[53 
Stat. 428.°]) 68A Ntat. 533 

“Sec. [8507] 4402. Derinirions. 
“For the purposes of this subchapter.— 

[b] “(2) Manvracrurep sucar.—The term ‘manufactured 
sugar’ means any sugar derived from sugar beets or sugarcane, 
which is not to ‘be, and which shall not be, further refined or 
otherwise improved in quality; except sugar in liquid form which 
contains nonsugar solids (excluding any foreign substance that 
may have been added or developed m the product) equal to more 


2 The date of signature of the revising agreement is to be inserted here. 
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than 6 per centum of the total soluble solids [,] and except also 
sirup of cane juice produce ed from [sugar cane] sugarcane grown 
in continental United States. The grades or types of sugar within 
the meaning of this definition shall include, but shall not be 
limited to, granulated sugar, lump sugar, cube sugar, powdered 
sugar, sugar in the form of bloc ‘ks, cones, or molded sh: apes, con- 
fectioners’ sugar, washed sugar, centrifugal sugar, clarified sugar, 
tubinado sugar, plantation white sugar, muscovado sugar, re- 
tiners’ soft sugar, invert sugar mush, raw sugar, sirups, molasses, 
and sugar mixtures. 

mt \J “(4) Tora, sucars.—The term ‘total sugars’ means the 
total amount of the sucrose (Clerget) and of the reducing or 
invert sugars. The total sugars contained in any grade or type 
of manufactured sugar shall be ascertained in the manner pre- 
scribed in paragraphs 758, 759, 762, and 763 of the United States 
Customs Regulations (1931 edition).” [[(53 Stat.) Pt. 1 (426, 
448, and 429, Ch. 2).] 68A Stat. 534 


Nex [XI] -Y 


Constitution of the Philippines as amended to [May 1, 1946.]}° 
“ ARTICLE a NATIONAL TERRITORY 
“Section 1. The Philippines comprises all the territory ceded to 
the United States by the Treaty of Paris concluded between the 
United States and Spain on the tenth day of December, eighteen 
hundred and ninety-eight, the limits of which are set forth in Article 
III of said treaty, together with all the islands embraced in the 
treaty concluded at Washington, between the United States and 
Spain on the seventh day of November, nineteen hundred, and in the 
treaty concluded between the United States and Great Britain on the 
second day of January, nineteen hundred and thirty, and all territory 
over which the present Government of the Philippine Islands exercises 
jurisdiction.” 


APPENDIX II 


EXPLANATION OF 1LECOMMENDATIONS FOR MODIFICATION OF 1946 TRADE AGREEMENT 
BETWEEN THE UNITED STATES AND THE PHILIPPINES 


PREAMBLE 


The preamble is revised to delete the reference to the war against Japan and 
to emphasize the need to strengthen the economy of the Philippines. 


2 The date of signature of the revising agreement is to be inserted here. 
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ARTICLE I 


Recommendation 

Replace the schedules for the disappearance of tariff preferences for Philip- 
pine articles imported into the United States and for United States articles 
imported into the Philippines by new schedules which are more liberal to the 
Philippines, as set forth below and as shown in the accompanying graph: 


Percentages of customs duties applied 





By the United States | By the Philippines to 














to imports from the imports from the 
Philippines | United States 
; | 
1946 agree- | Revised | 46 agree-| Ravised 
ment as | ment | ment as reement 
| extended re extended | 9% 
| rena to 
Calendar year | | 

Ban ng ak skp <becbee tne apes oe dane i 15 | 5 15 | 25 
DO sth k ok-nissncinas dunked 20 | 5 20 | 25 
Pha cach antnitisnccw te phindddensn dapelgla nme 25 | 5 25 | 25 
SRE RTE 30 | 10 30 | 50 
Picco dikininaie ws caneterusinw ota Alera vegpeiententaeeetaceh liad 35 | 10 35 | 50 
DOOR, 5305s seocdadacteerhachan<otbeeg-<ieheaets 40 | 10 40 | 50 
SEE. cinecsisebiucitaiovsisomianlggckiendtennexaiee amma 45 | 20 45 | 75 
1963 50 | 20 50 | 75 
RE A <n said ates tine spas <rcnmeneetaie naa 55 | 20 | 55 | 75 
BOI doses didn oth < Scie oO 60 | 40) 60 | 90 
1966 65 | 40 65 | 90 
nies snc soncsah oceans cess 70 | 40 70 | 90 
BI ates ous od cbpeineew ana dden Hien iananphertibial 75 | 60 75 | 90 
Eins Sisal cperenecath-nancee-oereaietapenaanae 80 | 60 80 | 90 
$30. 32 Suk. tenes 85 60 85 | 90 
BOTA ini haan bb onic tick nen Ee aha aes ieee ! 90 | 80 90 | 90 
Se Randcbhu debt cécancacdcekn«dducadybbbh ade uenaad } 95 | 80 95 | 90 
DD dats nd cgd bdapilhsé dane dsiimiel bene the akdeoen 100 80 | 100 90 
Rocks | 100 | 100 100 | 100 


| 





The Philippines undertakes to eliminate the present 17 percent tax ou sales 
of foreign exchange and to replace this tax with a temporary special import levy, 
exempt from the preferences applicable to United States articles, which levy will 
be progressively reduced at the rate of 10 percent per year, beginning in the 
ealendar year 1957. Provisions are included for the suspension of this schedule 
of reduction in the event Philippine revenues in any calendar year from tariffs 
on United States goods and from the temporary special import levy on United 
States goods fall below the proceeds of the foreign-exchange tax on payments for 
United States goods in the calendar year 1955. 


Discussion 


Modification of the tariff relations of the two countries so as to give the 
greatest possible impetus to the lagging Philippine economy was the most urgent 
objective of the Philippines in requesting revision of the 1946 agreement. The 
Philippine economic mission stated that free entry for American goods entering 
the Philippines had prevented the development of Philippine industry and had 
deprived the Philippine Government of revenues vitally needed for the economic 
development of the country. It argued that although the reciprocal preferences 
were intended to be equally advantageous to both countries, the Philippines for 
the first few years after the war had been unable to make much use of their 
privilege in the American market because of the havoe which the war had 
caused to their productive facilities, whereas American goods, and especially 
nonessentials, had poured into the Philippines during the first 5 years of inde- 
pendence. To correct this state of affairs the mission proposed a selective free- 
trade arrangement whereby free entry on all United States imports from the 
Philippines would continue through 1970 and rapidly disappear between that 
date and the expiration of the agreement, while free entry into the Philippines 
would continue to be extended through 1970 to selected American articles which 
were essential to Philippine needs and the remainder of American articles 
(constituting roughly two-thirds of the total) would become immediately subject 
to full Philippine duties. Revision of article I on any such basis was rejected 
by the United States delegation on several grounds, including the difficulty 
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of separating American exports to the Philippines into 2 categories, 1 to be 
greatly benefited and the other to be greatly penalized. It was made clear that 
any change in this part of the agreement would have to be on a general basis. 
The preference schedules that were finally agreed to, as set forth above, rep- 
resented the result of gradually working the Filipinos away from the extreme 
demands with which they began. 

It is the general opinion of the United States negotiators that unless sub- 
stantial satisfaction, such as the recommended modification, is given to the 
Philippines on the question of tariff preferences, and particularly on Philippine 
preferences in the United States, there is a real possibility that the Philippine 
Government will decide to give notice of termination of the 1946 agreement. 

In return for these tariff modifications the United States delegation insisted 
on and obtained the undertaking described above with respect to elimination 
of the 17 percent exchange tax. Much of the sacrifice that will be entailed 
from 1957 to 1966 in meeting the higher rates of the Philippine tariff, under the 
reduction of preferences recommended, will be compensated by the decline in 
the temporary special import tax that will replace the exchange tax. A further 
advantage of this provision is that the exchange tax on invisibles will disappear 
as soon as the revision is adopted, a fact which should be generally encouraging 
to the establishment of new American investments in the Philippines as well as 
a material gain for existing investments. The disappearance of the exchange 
tax will at the same time remove a discrimination against American shipping 
which has been subject to this tax while competing air carriers have been exempt 
from it. 

ARTICLE II 
Recommendations 


Amend paragraph 1 to deleate any reference to rice (item C of schedule) and 
to remove the present absolute quotas on cigars, scrap tobacco, coconut oil and 
buttons (items D to C, inclusive, of schedule). Insert a statement that the 
present absolute quotas on Philippine raw and refined sugars shall be without 
prejudice to any increases which the United States Congress might allocate to 
the Philippines in the future. Amend paragraph 2 to provide for a new and 
slower schedule for the progressive decrease of the duty-free quotas on cigars, 
scrap tobacco, coconut oil and buttons. For the sake of clarity divide the 
schedule in the 1946 agreement into two schedules to show separately the items 
subject to absolute quotas and those subject to tariff quotas. Delete paragraphs 
3 and 4 which specify how the allocation in the Philippines of United States 
quotas on Philippine products is to be made. 


Discussion 


The recommendations for removal of the absolute quotas on cigars, tobacco, co- 
conut oil, and buttons is based on the following reasons: That these quotas being 
applicable only to the Philippines are discriminatory; that they are unnecessary 
for the purpose of protecting domestic industry since the United States retains 
the right under article III to impose quotas where there is injury or threat to 
a domestic industry; that the quotas on Philippine cigars and scrap tobacco are 
so much greater than the amounts on these articles presently exported to the 
United States that they are practically meaningless ; and that the quota on coconut 
oil for the same reason is likewise without any restrictive effect on Filipino 
exporters and without any protective effect for American producers. A further 
argument, advanced by the Filipinos, was that the Philippines had been unable, 
because of the time required to rehibilitate their export industries, to take much 
advantage of the quotas in the early years following independence. Rice has 
been deleted from the quota list altogether for the reason that the Philippines 
has been and for some time will probably continue to be an importer rather than 
an exporter of rice, and that if it should ever have a surplus rice production 
available for export, neighboring countries, notably Japan, offer a natural market 
for this product. No change was recommended with respect to the quota on 
cordage (item B of the 1946 schedule). The sugar quota was not modified, and 
the United States delegation repeatedly emphasized during the negotiation that 
this quota was not a limitation so far as the Philippines was concerned but 
rather a privilege to share in a premium market for sugar where the Philippines 
would probably be unable to sell at all in free and open competition with other 
foreign countries. 

The quantities specified in the 1946 schedule for cigars, scrap tobacco, coco- 
nut oil, and buttons (items D to G), although recommended for elimination as 
absolute quotas, were recommended for retention as the bases for calculating 
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the duty-free tariff quotas on these articles. The progressive diminution of 
these duty-free quotas Was slackened so that the products subject thereto might 
receive a benefit comparable to the slower application of United States customs 
duties to Philippine articles as recommended under article I, and the rates for 
the disappearance of the United States tariff preferences will be seen to be the 
same as che rates for the disappearance of the United Sttaes tariff quotas. 

The Filipinos were insistent upon the elimination of the provisions specifying 
how United States quotas were to be allocated among the several producers in 
the Philippines. They felt that these provisions were an infringement of Philip- 
pine rizhts, and they considered also that the continued maintenance of the 
original quotas tended to arrest development in the respective industries by dis- 
crim.nating against new producers. The United States delegation reached the 
cone.usion that these allocations had served their original purpose which was 
to facilitate the recovery of firms whose businesses had been destroyed by the 
war. It found that the American interests in these several industries were not 
so great as to Warrant such special protection, particularly since they enjoyed 
general protection under other provisions of the agreement. No objection what 
ever to the elimination of these allocation provisions has come to the attention 
of the United States delegation. 

ARTICLE III 
Recommendations 

Make reciprocal provision with respect to the establishment of quantitative 
restrictions. 
Discussion 

Article III of the revision [concerns] the use by each country of quantitative 
export and import restrictions affecting the other. The 1946 agreement gave 
the United States the right to apply discriminatory import quotas against Philip- 
pine products under certain conditions. The Philippines requested the elimina- 
tion of this article on grounds of reciprocity. The United States Delegation 
sought to achieve reciprocity through a new article which would preserve to the 
extent possible, on a mutual basis, the right granted the United States under 
the 1946 agreement, and which would include new provisions, also reciprocal, 
that would act as a curb on the establishment by either country of unreasonable 
or arbitrary quotas. 

The United States could not enter into a commitment, however, which would 
interfere with the execution of its agricultural programs under section 22 of 
the Agricultural Adjustment Act, as amended, and the Philippines would not 
accept an obligation that would keep it from establishing quotas for the pro- 
tection of young or new industries and for the protection of monetary reserves. 
In these circumstances the new article III was necessarily limited in scope, 
but was nevertheless a marked improvement over the old article ITI. 

aragraph 1 lays down a general rule of most-favored-nation treatment in the 
application of quotas such as has long been included in treaties of friendship, 
commerce and navigation as well as in trade agreements and other commer- 
cial agreements. It does not prevent either country from protecting its domestic 
producers by quotas, any more than the highly important most-favored-nation 
clause in such agreements as to tariff duties prevents a country from protect- 
ing its domestic producers by tariffs, but it does assure to United States exporters 
a competitive position in the Philippine market compared with exporters from 
any other country. 

Paragraph 2 permits the application of discriminatory import quotas but only 
in certain situations, namely, where serious injury to domestic producers results 
from the preferences or where there is danger of depletion of monetary reserves. 
Paragraph 2 also prescribes the extent to which discriminatory import quotas for 
protective reasons may be established, it provides some protection for the im- 
portation of goods in minimum commercial quantities, and it requires the dis- 
continuance of quotas when the conditions justifying their establishment no 
longer exist. 

Paragraph 3 provides for notification and consultation with respect to quanti- 
tative import and export restrictions. It applies fully to the discriminatory im- 
port ouotas referred to in paragraph 2, and is intended also to apply to the non- 
discriminatory quotas provided for in paragraph 1 to the extent that the two 
parties are able to give it such effect. The United States would not be able to 
give notification and offer consultation with respect to non-discriminatory quaran- 
tine restrictions on imports, and it is not expected that the Philippines would 
notify and consult in such cases. Freedom for both countries to restrict exports 
for reasons of national security, without the need to notify or consult, is con- 
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sidered to be covered by the broad security exception of article VIII. With 
respect to non-discriminatory export controls for reasons of short supply, the 
United States would not ordinarily consider itself obligated to notify the Philip- 
pines of such action, but where an important Philippine interest was affected, it 
would be prepared to consult. Similar implementation would be expected on the 
part of the Philippines. 
ARTICLE IV 
Recommendation 


Delete paragraph 3 prohibiting the imposition of an export tax by either 
country upon products which it exports to the other. 


Discussion 


In its urgent need to raise additional revenues, the Philippine Government 
wishes to be free to impose export taxes if it sees fit. Since the United States 
does not attempt to put a prohibition on the use of export taxes on other countries 
with which it does business, no justification is seen for retaining the prohibition 
in the Philippine agreement. The United States delegation has, however, pointed 
out the danger to the Philippines from an abuse of this power. 


ARTICLE V 
Recommendation 

1. Delete the entire article on currency and exchange as it appears in the 
1946 agreement. 

2. Insert in this place a new article V whereby the Philippines undertakes to 
enact legislation to complement that which was passed in the last session of the 
United States Congress to facilitate the reciprocal entry of traders. 

Discussion 


From the outset of the negotiations the Philippine Economic Mission laid stress 
on the need to eliminate the provision of the 1945 agreement whereby the Vhilip- 
pines had to get the agreement of the President of the United States to change 
the value of its currency or to impose controls on the transfer of funds to the 
United States. It maintained that this was an infringement of the right of the 
Philippines as a sovereign nation, and insisted on complete elimination of the 
article. The United States delegation endeavored to substitute for the old 
article reciprocal provisions with respect to exchange restrictions comparable to 
those used in recent treaties of friendship, commerce, and navigation to which 
the United States is a party, but the Philippine Mission claimed that as a mem- 
ber in good standing of the International Monetary Fund, the Philippines was 
already making all of the commitments in this field which it was willing to make. 
The sentiment of American business, as ascertained in the public hearings which 
were held and in the briefs which were submitted to the United States delegation, 
indicated a general willingness to see this article deleted and no strong objection 
thereto from any business quarter. 

The new article V with respect to treaty merchant status was inserted at the 
request of the United States delegation to make sure that the Philippines would 
carry through on their side the legislation necessary to permit the two countries to 
enter into an agreement to facilitate the entry of traders from each country into 
the other. The absence of such an agreement, and indeed of any agreement with 
respect to immigration, is a source of genuine anxiety to Americans in the Philip- 
pines today. Action taken prior to signature of the agreement by the Republic 
of the Philippines with respect to proposed article V will be reflected in modili- 
cation of that article, as permitted under section 203 of the proposed authorizing 
legislation for the revised trade agreement. Thus, if the necessary legislative 
and executive actions are taken by the Philippine Congress, provisions on entry 
of traders could, if desired, be incorporated into the revised trade agreement as 
article V, or, if a separate agreement on this subject is desired, the proposed new 
article could be deleted. 

ARTICLE VI 
Recommendation 

Article VI in the original agreement related to immigration, and its provisions 
have now expired. This subject is treated in article V of the recommended 
revision. Article VII of the 1946 agreement, concerning parity rights, therefore, 
becomes article VI in the revised agreement. The recommended mod fications 
of the parity article would delete the obsolete provisions, including part of para- 
graph 1 and all of paragraph 2, mutualize the rights provided in paragraph 1 
with respect to the exploitation of natural resources and the operation of public 
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utilities, and specify the reservations which the United States must make to 
protect existing Federal legislation and the constitutions and laws of the States, 
which reservations would also be mutualized. 


Discussion 


The Philippines has long resented the parity provisions of the 1946 agreement 
as an infringement of their sovereign rights, since no corresponding rights were 
granted in the agreement to Filipinos in the United States. The Philippine 
Economic Mission requested the complete termination of these provisions unless 
a satisfactory mutualizing formula could be found, and during the negotiations 
it was clear that the mission would have preferred the former. The United 
States delegation declined to consider termination of parity, which was regarded 
by American business as perhaps the most important benefit which the United 
States zained through the agreement. To mutualize the provisions the reser- 
vations had to be spelled out in detail, and this has resulted in some rather com- 
plicated language. The purpose of the revision is to protect American rights 
already acquired under the 1946 agreement, and to continue parity rights for the 
duration of the agreement to the extent that the United States and the individual 
States of the United States are prepared to grant similar rights to Filipinos. So 
strongly did the Philippine Mission feel about the necessity to mutualize this 
provision in every respect that had completely mutualizing language not been 
found, it is doubtful whether the parity article could have been retained. 


ARTICLE VII 
Recommendation 


Insert here a new article providing for reciprocal nondiscrimination by either 
party against the citizens or enterprises of the other with respect to engaging 
in business activities, subject to the reservation of the constitutions and laws of 
the States of the United States and the mutualization of these reservations. 


Discussion 


The 1946 agreement contained no clear statement of rights of Americans to 
engage in business enterprises in the Philippines other than those referred to in 
the parity article, but there was a penalty provision (par. 4 of art. X), unilateral 
and regarded by the Philippines as harsh, whereby the President of the United 
States could suspend the agreement in whole or in part if the Philippines dis- 
criminated in any way against Americans or American companies. The recom- 
mendation in the final act provides for reciprocal national treatment with respect 
to engaging in business activities, subject to the necessary reservation of the 
constituiions and laws of the several States, which reservation is also mutualized. 
The rights of Americans already engaged in business in the Philippines are 
protected. 

ARTICLE VIII 
Recommendation 


The substance of old article VIII is transferred to article IX and a new article 
is inserted here containing security exceptions for which there was no provision 
in the 1946 agreement. 


Discussion 


The new article contains the usual type of security exceptions included in 
international agreements to which the United States is a party. 


ARTICLE IX 
Recommendation 


This article as revised contains the amended substance of article VIII of the 
original text. The last clause of paragraph 1 of old article VIII is deleted as 
obsolete. All of paragraph 2 after the first sentence relates to the allocation of 
quotas and is deleted in view of the recommendation under article II that all 
provisions for the allocation of quotas be eliminated. All of paragraph 3 is 
deleted as now obsolete since the work of the Philippine War Damage Commission 
is completed and the Commission is no longer in existence. There remain only 
the general provisions of paragraphs 1 and 2 with respect to implementation by 
the two parties of the provisions of the agreement. 


ARTICLE X 
Recommendation 


The subject of old article IX (consultation) has been transferred to article 
X and amended to provide for a consultation not later than July 1, 1971, on joint 
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problems which may arise as a result or in anticipation of the termination of the 
agreement. 


Discussion 


The added language is to ensure that at a reasonable ilength of time before the 
expiration of the agreement the two parties meet to consider what the situation 
will be after expiration. The important problems for American investment in the 
Philippines which will arise in connection with expiration of the agreement 
should not be left to last-minute consideration. 


ARTICLE XI 
Recommendation 


The amended substance of article X of the existing agreement, with respect to 
termination, is transferred to article XI. Paragraphs 1 and 8 are deleted as 
obsolete. Paragraph 4 is deleted inasmuch as its purpose, which was to provide 
for nondiscriminatory treatment of American citizens and firms, has been put 
into positive reciprocal undertakings in the new article VII. Only paragraph 2 
remains of the article. Add a new paragraph providing for entry into force of 
the revising agreement. 


Discussion 


Paragraph 4 of article X, because of its unilateral and penalizing character, 
was offensive to Philippine national pride and regarded by Filipinos as unjust. 
The Acting Secretary of Foreign Affairs referred to this provision in 1954 as 
“intolerable.” American business firms in the Philippines have felt that the pro- 
vision gave them no positive security since it contained no assurance by the 
Philippine Government that the latter would in fact not discriminate against 
them, and the American Chamber of Commerce in Manila informed the United 
States delegation of its members’ wish that this article be clarified. The mean- 
ing of “discriminating” was not defined, and while the United States Govern- 
ment understood this term to mean national treatment for Americans in most 
circumstances, there were indications that the Government of the Philippines 
did not view it as necessarily requiring more than most-favored-nation treat- 
ment. The usefulness of the provision in the hands of the President of the 
United States in the event of Philippine discrimination was problematical, since 
it obviously would not be invoked except under great provocation, and the pro- 
vision had in fact never been invoked. 

The positive undertaking of the Philippine Government as contained in article 
VIL of the recommended revision assures Americans in the Philippines of na- 
tional treatment with respect to engaging in business activities and is a marked 
improvement over paragraph 4 of article X in the existing agreement. The por- 
tion of old article X that is retained in the revision, former paragraph 2, con- 
tains all of the termination provisions that are regarded as necessary. The new 
paragraph provides that the revising agreement shall enter into force on January 
1, 1956. 


PROTOCOL 
Recommendation 

Add to the definitions of “United States article” and “Philippine article” as 
contained in paragraph 1 (e) and (f) a statement that such articles do not lose 
their status as such by reason of being imported from a country other than the 
Philippines or the United States or from an insular possession of the United 
States or by way of or via such a country or insular possession. 


Discussion 


The Philippine Government has been treating items manufactured in the 
United States and imported from Guam and from third countries as not entitled 
to the tariff preferences accorded United States articles under the 1946 agreement. 


GENERAL 


Certain stylistic changes and changes in references or citations where appro- 
priate are also included in the proposed revising agreement. 


(Whereupon, at 3:45 p. m., the committee recessed, subject to the 
call of fhe Chair.) 


x 















